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COMMUNICATIONS SATELLITES

TUESDAY, MARCH 13, 1962

HouseE oF REPRESENTATIVES,
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 1334,
New House Office Building, Hon. Oren Harris (chairman of the com-
mittee) presiding.

The Caareman. The committee will come to order.

Today the committee opens hearings on several bills proposing to
establish a global commercial communications satellite system. These
bills have to do with ownership, operation, and regulation as well as
establishment, and certain features of research and development.

I introduced H.R. 10115 on February 7 of this year at the request of
the President.

A similar bill was introduced by our colleague, the distinguished
chairman of the Committee on Science and Astronautics, Hon.
George Miller. That bill is 10138.

(H.R. 10115, H.R. 10138, and agency reports are as follows:)

[H.R. 10115, 87th Cong., 2d sess.]

A BILL To provide for the establishment, ownership, operation, and regulation of a commercial
communications satellite system, and for other purposes
Be it enacted by the Senale and House of Represenlatives of the Uniled States of
America in Congress assembled,

TITLE I—SHORT TITLE, DECLARATION OF POLICY, AND
DEFINITIONS

SHORT TITLE

Sgc. 101. This Act may be cited as the “Communications Satellite Act of

1962”.
DECLARATION OF POLICY AND PURPOSE

Sec. 102. (a) The Congress hereby declares that it is the poliey of the United
States to establish, in conjunction and in cooperation with other countries, as
expeditiously as practicable a commereial communications satellite system, as

rt of an improved global communications network, which will be responsive
to public needs and national objectives, which will serve the communication
needs of the United States and other countries, and which will contribute_to
world peace and understanding.

(b) The new and expanded international communications services are to be
made available as promptly as possible and are to be extended to provide global
coverage at the earliest practicable date. In effectuating this program, care
and attention will be directed toward providing such services to economically
less developed countries and areas as well as those more highly developed, toward
efficient and economical use of the electromagnetic frequency spectrum, and
toward the reflection of the benefits of this new technology in both quality of
services and charges for such services.
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346 COMMUNICATIONS SATELLITES

(e) _In order to facilitate this development and to provide for the widest possible
participation by private enterprise, United States participation in the global
system shall be in the form of a private corporation, subject to appropriate
governmental regulation. It is the intent of Congress that all authorized users
shall have nondiscriminatory access to the system; that maximum competition
be maintained in the provision of equipment and services utilized by the system;
and that the corporation created by this Act be so organized and operated as to
maintain and strengthen competition in the provision of communications services
fo the public.

(d) It is not the intent of Congress by this Act to preclude the creation of addi-
tional communications satellite systems, if required to meet unique governmental
needs or if otherwise required in the national interest.

DEFINITIONS

SEc. 103. As used in this Act, and unless the context otherwise requires—

(1) the term “communications satellite system’ refers to the complex of
physical devices and institutional organizations whose purpose is to transmit
telecommunications satellite space service and encompasses the satellite
terminal sfations, communications satellite stations, communieations satel-
lites, and such specialized associated ground equipment for tracking, guid-
ance, and command functions as are not a part of generalized launch, track-
ing, and command facilities for all space purposes, and such other facilities
as are necessary to its effective operation and management and interconnee-
tion with terrestrial communications system;

(2) the term ‘‘satellite terminatal station,” defined as an earth station
in the communications satellite space service, refers to the complex of com-
munieation equipment which receives from or transmits to terrestrial com-
munication systems for relay via ecommunications satellite stations, and in-
eludes coding deviees, traffic control or tracking computers and antennas;

(3) the term “communications satellite’’ means an earth satellite which is
intentionally used to reflect or relay radiocommunication signals in the
space service;

(4) the term “associated equipment and facilities” refers to facilities other
than satellite terminal stations and communications satellites or communica-
tions satellite stations, to be constructed and operated for the primary
purpose of a communications satellite system, whether for administration
and management, for research and development, or for direct support of
space operations, ineluding interconnection with terrestrial communication
systems;

(5) the term “research and development’’ refers to the conception, design,
and first ereation of experimental or prototype operational devices peculiar
to the operation of a communieations satellite system, ineluding the assembly
of separate components into a working whole, as distinguished from the term
“production,” which relates to the construetion of hardware to fixed speci-
fications compatible with repetitive duplication for operational applications;

(6) the term “telecommunication’ means any transmission, emission or
reception of signs, signals, writing, images, and sounds or intelligzence of any
nature by wire, radio, optical, or other electromagnetic systems;

(7) the term “communications satellite space service’” means a space
gervice using communications satellites;

(8) the term “communications satellite station” means a space station in
the communications satellite space service on board a communications
satellite; and,

(9) the term “earth station'’ means a station in the space service located
either on the earth’s surface, on board a ship, an aircraft, or a space vehicle;

(10) the term “space service'’ means a service of space radio communica-
tion between earth stations and space stations, or between space stations;
and

(11) the term “space stations’
tended to be used in outer space.

means a station in the space service in-
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TITLE II—FEDERAL COORDINATION, PLAN NING AND
REGULATION

IMPLEMENTATION OF POLICY

Spc. 201. Tn order to achieve the objectives and to carry out the purposes of
this Act
(a) the President shall—

(1) plan, develop, and supervise the execution of a national program
for the establishment, as expeditiously as possible, of a commercial com-
munieations satellite system;

(2) provide for continuous review of all phases of the development
and operation of such a system, including the activities of the Communi-
cations Satellite Corporation authorized under title IIT of this Act
(hereinafter called the “corporation”);

(3) coordinate the activities of governmental agencies with respon-
sibilities in the field of international communication, so as to insur
that there is full and effective compliance at all times with the policies
set forth in this Act;

(4) exercise general superyision over relationships of the corporation
with foreign governments or entities or with international bodies;

(5) insure that timely arrangements are made for foreign participa-
tion in the establishment and use of a communications satellite system,
and for the determination of the most construetive role for the United
Nations.

(6) take all necessary steps to insure the availability and appropriate
utilization of the communications satellite system for general govern-
mental purposes which do not require a separate communications satellite
system to meet unique governmental needs.

(7) so exercise his authority as to insure effective and efficient use of
the electromagnetic spectrum and the technical compatibility of the
system with existing communications facilities both in the United States
and abroad;

(8) designate an official or officials of the Government to assist in the
accomplishment of the purposes of this Act who shall have access to all
books, records, papers, correspondence, and files of the corporation,
shall have the right to attend any and all meetings of the board of
directors or of stockholders of the corporation, and shall make certain
that what is being done and what needs to be done, both by the corpo-
ration and by departments and agencies of government, are known at
all times to the President and that recommendations are made to him,
whenever necessary, to attain full compliance with the national policy
regarding international communieations through space satellites.

(b) the National Aeronautics and Space Administration (hereinafter called
the “Administration’’) shall

(1) advise the Federal Communications Commission (hereinafter
called the ““Commission”) on technical characteristics of the communi-
cations satellite system;

(2) coordinate its research and development program in space com-
munications with the research and development program of the
corporation;

(3) assist the corporation in the conduct of its research and develop-
ment program by furnishing to the corporation, on & reimbursable basis,
such satellite launching and associated services as the Administ ration
deems necessary for the most expeditious and economiecal development
of the communiecations satellite system;

(4) eonsult with the corporation with respect to the technical charac-
teristics of the communications satellite system;

(5) furnish to the corporation, on a reimbursable basis, satellite
launching and associated services required for the establishment, opera-
tion. and maintenance of the communications satellite system approved
by the Commission and by the Administration;

(6) to the extent feasible, furnish other services, on a reimbursable
basis, to the corporation in connection with the establishment and
operation of the system.
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(c) the Federal Communications Commission, in its administration of the
provisions of the Communications Act of 1934, as amended, and as supple-
mented by this Act, shall—

(1) insure effective competition in the procurement by the corporation
of apparatus, equipment, and services and, to this end, shall prescribe
appropriate rules and regulations;

(2) insure that all present and future communications eommon car-
riers shall have nondiscriminatory use of, and equitable access to, the
communications satellite system on just and reasonable terms and con-
ditions and regulate the manner in which available facilities of the
system are allocated among such users thereof;

(8) in any case where the Secretary of State, after obtaining the advice
of the Administration as to technical feasibility, has advised that com-
mercial communication to a particular foreign point by means of the
communications satellite system should be established in the national
interest, institute forthwith appropriate proceedings under section 214(d)
of the éonummica.t-iunﬁ Act of 1934, as amended, to require the estab-
lishment of such communication by the corporation and the appropriate
COMIMON Carrier or carriers; e

(4) insure that facilities of the communications satellite system¥are
technically compatible and interconnected operationally with existing
communiecations facilities;

(5) preseribe such accounting regulations and systems and engage in
such ratemaking procedures as will insure that any economies made
possible by a communications satellite system are appropriately reflected
in rates for public communication services;

(6) after consultation with the executive branch agencies coneerned,
and receipt of their recommendations, specify technical characteristics
of the operational communications satellite system to be employed by
the corporation.

TITLE III—CREATION OF THE COMMUNICATIONS SATELLITE
CORPORATION

CREATION AND NAME OF CORPORATION

SEc. 301. There is hereby authorized to be created a corporation for profit, to
be known as the “Communications Satellite Corporation”, which will not be an
agency or establishment of the United States Government. The corporation
shall subject to the provisions of this Act and, to the extent consistent with
this Act, to the District of Columbia Business Corporation Act. The right to
repeal, alter, or amend this Act at any time is expressly reserved.

PROCESS OF ORGANIZATION

SEc. 302. The President of the United States shall designate incorporators who
shall arrange for an initial stock offering and take whatever other actions are
necessary to establish the corporation, including the filing of articles of incorpora-
tion which shall thereafter be amended only upon the initiation by or the approval
of the President,

DIRECTORS AND OFFICERS

Sec. 303. (a) The corporation shall have a board of directors consisting of not
less than nine nor more than thirteen members, elected annually by stockholders,
subject to such restrictions as are provided in subsection (¢) of this section. The
board shall annually elect one of its members as chairman.

(b) The corporation shall have a president, and such other officers as may be
named and appointed by the board, at rates of compensation fixed by the board,
and serving at the pleasure of the board. No officer of the corporation shall re-
ceive any salary from any source other than the corporation during the period of
his employment by the eorporation.

(c) The board shall be elected annually by the holders of class A stock and the
votes of each stockholder for each candidate for director shall be recorded in the
minutes of stockholders’ meetings. No stockholder or trustee shall vote, either
directly or indirectly through the votes of subsidiaries or affiliated companies,
nominees, or other persons subject to his direction or control, for more than two
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candidates for membership on the board. Subject to such limitation, the articles
of incorporation to be filed by the incorporators designated under section 302 of
this Act shall provide for cumulative voting under section 27(d) of the District of
Columbia Business Corporation Act (D.C. Code, sec. 20-911(d)).

FINANCING OF THE CORPORATION

Skc. 304. (a) The corporation is authorized to issue and have outstanding one
million shares of elass A stock, which shall be eligible for dividends. Shares of
class A stock shall be issued in such amounts as the eorporation shall determine:
Provided, That shares of such stock, as initially issued, shall be sold at a price of
not less than $1,000 for each share. Subject to the provisions of subsections (d)
and (e) of this section, shares of class A stock may be issued to and held by any
person, including communications common carriers licensed by the Federal Com-
munications Commission.

(b) The corporation is also authorized to issue and have outstanding ten
thousand shares of class B stock, which may be issued in such amounts and at such
prices as the corporation may determine. Shares of class B stock shall not carry
voting rights, and shall not entitle their holders to receive dividends except
liquidating dividends (which shall be paid on account of each share of class A
and class B stock in proportion to the amount originally paid to the corporation
for the issuance of such share). Issuance of shares of class B stock to, and owner-
ship of such shares by, any person other than a communications common carrier
approved by the Federal Communications Commission to own such shares is
hereby prohibited and declared void. Such carriers may own class B shares of
the corporation without limitation as to the amount of such shares, and such
ghares shall be eligible for inclusion in the rate base of the carrier to the extent
allowed by the Commission.

(¢) The corporation is also authorized to issue such other nonvoting securities,
bonds, debentures, and other certificates of indebtedness as it may determine,

(d) No person, or corporation, including subdivisions, subsidiaries, or affiliated
companies subject to its direction or control, shall be authorized to own more than
15 per centum of the authorized elass A stock or more than 25 per cenfum of the
outstanding class A stock.

(e) The provisions of section 310 of the Federal Communications Act of 1934, as
amended (47 U.S.C. 310), shall be applicable to ownership of shares of stock of
both eclasses in the corporation.

(f) The requirement of section 45(b) of the District of Columbia Business
Corporation Act (D.C. Code, sec. 20-920(b)) as to the percentage of stock which
a stockholder must hold in order to have the rights of inspection and copying
set forth in that subsection shall not be applicable in the case of holders of the
stock of either class of the corporation, who may exercise such rights without
regard to the percentage of stock held in the corporation.

(g) Upon such terms and conditions as may be prescribed by the corporation
and with its approval and the approval of the Federal Communications Com-
mission, any communications common carrier may exchange shares of class A
stock which it owns for class B stock, or may exchange shares of class B stock for
class A stock, but no such exchange shall be effected which would result in a vio-
lation of subsection (d) of this section. If, upon petition by any such carrier, the
Commission finds that the corporation has unreasonably denied its approval or
attached unreasonable terms and conditions thereto, the Commission may after
notice and hearing compel such exchange upon such terms and conditions as the
Commission finds reasonable.

(h) Upon application to the Federal Communications Commission by any
communications common carrier and upon a finding by the Commission after
notice and hearing that the public interest and the purposes of this Act will be
advanced thereby, the Commission may compel any communications common
earrier which owns class A or elass B shares in the corporation to sell to the appli-
cant a number of shares of either or both classes determined by the Commission
to be a reasonable number in the light of estimated proportionate use of the
corporation’s facilities and other factors consonant with the purposes of this Act
at a price determined by the Commission to be fair and reasonable. This power
shall not be exercised 0 as to result in a violation of the provisions of subsection
(d) of this section.
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PURPOSES AND POWERS OF THE CORPORATION

Sec. 305. (a) In order to achieve the objectives and to carry out the purposes
of this Act, the corporation is organized to—

(1) plan, initiate, eonstruet, own, manage, and operate itself or in conjunc-
tion with foreign governments or business entities a commercial communica-
tions satellite system.

(2) furnish, for hire, channels of communication to United States communi-
cations common carriers and to other authorized entities, foreign and
domestic.

(b) Included in the activities authorized to the corporation for accomplishment
of the purposes indicated in subsection (a) of this section, are, among others not
specifically named—

(1) conduct or contract for research and development related to its mission;

(2) acquire the physical facilities and hardware necessary fo its operations,
ineluding communications satellites, earth stations, and associated ground
equipment, whether by eonstruction, purchase, or gift;

(3) purchase satellite launching and related services from the United States
Government;

(4) contract with authorized users, including the United States Govern-
ment, for the services of the communications satellite system;

(5) develop plans for the number and location of earth stations, and for the
technical specifications of all elements of the communications satellite
gystem.

(c) To carry out the foregoing purposes, the corporation shall have the usual
powers conferred upon a stock corporation by the District of Columbia Business
Corporation Act.

TITLE IV—MISCELLANEOUS
APPLICABILITY OF COMMUNICATIONS ACT OF 1934

SEc. 401. The corporation shall be deemed to be a common carrier within the
meaning of section 3(h) of the Communications Aect of 1934, as amended, and as
such shall be fully subjeet to the provisions of title IT and title III of said Act.

CONDUCT OF FOREIGN NEGOTIATIONS

Sec. 402. The corporation shall not enter into negotiations with any inter-
national ageney, foreign government, or entity without a prior notification to the
Department of State, which will eonduet or supervise such negotiations. All
agreements and arrangements with any such ageney, government, or entity shall
be subjeet to the approval of the Department of State

SANCTIONS

Sec. 403. (a) If the corporation created pursuant to this Act shall engage in
or adhere to any actions, practices, or policies inconsistent with the policy and
purposes declared in section 102 of this Aet, or if the corporation or any other
person shall violate any provision of this Act, or shall obstruct or interfere with
any activities authorized by this Act, or shall refuse, fail, or negleet to discharge
his duties and responsibilities under this Act, or shall threaten any such viola-
tion, obstruction, interference, refusal, failure, or neglect, the district court of
the United States for any district in which such corporation or other person
resides or may be found shall have jurisdietion, upon petition of the Attorney
General of the United States, to grant such equitable relief as may be necessary
or appropriate to prevent or terminate such conduct or threat.

(b) Nothing eontained in this seetion shall be construed as relieving any person
of any punishment, liability, or sanetion which may be imposed otherwise than
under this Act.
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[H.R, 10138, 87th Cong,, 2d sess,]

A BILL To provide for the establishment, ownership, operation, and regulation of a commercial com-
munications satellite system, and for other purposes

Be it enacted by the Senate and House of Representatives of the Uniled States of
America in Congress assembled,

TITLE I—SHORT TITLE, DECLARATION OF POLICY, AND DEFI-
NITIONS

SHORT TITLE

101. This Act may be eited as the “Communications Satellite Aet of

DECLARATION OF POLICY AND PURPOSE

Sec. 102. (a) The Congress hereby declares that it is the policy of the United
States to establish, in econjunction and in cooperation with other countries, as
expeditiously as practicable a commercial communications satellite system, as
part of an improved global communications network, which will be responsive
to public needs and national objectives, which will serve the communication
needs of the United States and other countries, and which will contribute to
world peace and understanding,

(b) The new and expanded international communications services are to be
made available as promptly as possible and are to be extended to provide global
coverage at the earliest practicable date. In effectuating this program, care,
and attention will be directed toward providing such services to economically
less developed countries and areas as well as those more highly developed, toward
efficient and economical use of the electromagnetic frequency spectrum, and
toward the reflection of the benefits of this new technology in both quality of
services and charges for such services,

(¢) In order to facilitate this development and to provide for the widest possible
participation by private enterprise, United States participation in the global
system shall be in the form of a private corporation, subject to appropriate gov-
ernmental regulation. It is the intent of Congress that all authorized users
shall have nondiseriminatory access to the system; that maximum competition
be maintained in the provision of equipment and services utilized by the system;
and that the corporation created by this Aet be so organized and operated as to
maintain and strengthen competition in the provision of communications services
to the public.

(d) It is not the intent of Congress by this Act to preclude the creation of
additional communications satellite systems, if rl'l|11i!'l'll Lo meet llll[(]lif‘ goveri-
mental needs or if otherwise required in the national interest.

DEFINITIONS

Suc. 103. As used in this Act, and unless the context otherwise requires

(1) the term “communications satellite system’ refers to the complex of
physical devices and institutional organizations whose purpose is to transmit
telecornmunication information in the communications satellite space service
and encompasses the satellite terminal stations, communications satellite
stations, communications satellites, and such specialized associated ground
equipment for tracking, guidance, and command functions as are not a part
of generalized launeh, tracking, and command facilities for all space purposes,
and such other facilities as are necessary to its effective operation and man-
agement and interconnection with terrestrial communications systems;

(2) the term “satellite terminal station,” defined as an earth station in the
communications satellite space service, refers to the complex of communica-
tion equipment which receives from or transmits to terrestrial communication
systems for relay via communications satellite stations, and includes coding
devices, traffic control or tracking computers and antennas;

(3) the term “communications satellite’ means an earth satellite which is
intentionally used to reflect or relay radiocommunication signals in the space
service;

(4) the term “‘associated equipment and facilities’ refers to facilities other
than satellite terminal stations and communications satellites or communi-
cations satellite stations, to be constructed and operated for the primary
purpose of a communications satellite system, whether for administration
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and management, for research and development, or for direct support of
space operations, including interconnection with terrestrial communication
systems;

(5) the term “research and development’ refers to the conception, design,
and first creation of experimental or prototype operational devices peculiar
to the operation of a communications satellite system, including the assembly
of separate components into a working whole, as distinguished from the term
“production,” which relates to the construction of hardware to fixed specifi-
cations compatible with repetitive duplication for operational applications;

(6) the term “telecommunication” means any transmission, emission or
reception of signs, signals, writing, images, and sounds or intelligence of any
nature by wire, radio, optical, or other electromagnetic systems;

(7) the term ‘“‘communications satellite space service” means a space
service using communieations satellites;

(8) the term “communications satellite station” means a space station in
the communications satellite space service on broard a communications
satellite; and,

(9) the term “‘earth station’ means a station in the space service located
either on the earth’s surface, on board a ship, an aircraft, or a space vehicle;

(10) the term “space service’’ means a service of space radio communica-
tion between earth stations and space stations, or between space stations; and

(11) the term “‘space stations’’ means a station in the space service intended
to be used in outer space.

TITLE II—FEDERAL COORDINATION, PLANNING AND REGULATION
IMPLEMENTATION OF POLICY

Sec. 201. In order to achieve the objectives and to carry out the purposes of
this Act—
(a) the President shall—

(1) plan, develop, and supervise the execufion of a national program
for the establishment, as expeditiously as possible, of a commercial
communications satellite system;

(2) provide for continuous review of all phases of the development
and operation of such a system, including the activities of the Com-
munications Satellite Corporation authorized under title IIT of this Act
(hereinafter called the “corporation”);

(3) eoordinate the activities of governmental agencies with responsi-
bilities in the field of international communication, so as to insure that
there is full and effective compliance at all times with the policies set
forth in this Act;

(4) exercise general supervision over relationships of the corporation
with foreign governments or entities or with international bodies;

(5) insure that timely arrangements are made for foreign participa-
tion in the establishment and use of a communications satellite system,
and for the determination of the most constructive role for the United
Nations.

ﬁﬁ) take all necessary steps to insure the availability and appropriate
utilization of the communications satellite system for general govern-
mental purposes which do not require a separate communications satellite
system to meet unique governmental needs.

(7) so exercise his authority as to insure effective and efficient use of
the electromagnetic spectrum and the technical compatibility of the
system with existing communieations facilities both in the United States
and abroad;

(8) designate an official or officials of the Government to assist in the
accomplishment of the purposes of this Act who shall have access to all
books, records, papers, correspondence, and files of the corporation, shall
have the right to attend any and all meetings of the board of directors
or of stockholders of the corporation, and shall make certain that what
is being done and what needs to be done, both by the corporation and by
departments and agencies of government, are known at all times to the
President and that recommendations are made to him, whenever neces-
sary, to attain full compliance with the national policy regarding inter-
national communications through space satellites.
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(b) the National Aeronautics and Space Administration (hereinafter called
the “Administration’”) shall—

(1) advise the Federal Communications Commission (hereinafter
called the “Commission’”) on technical characteristics of the communi-
cations satellite system;

(2) coordinate its research and development program in space com-
munications with the research and development program of the corpo-
ration;

(3) assist the corporation in the conduct of its research and development
program by furnishing to the corporation, on a reimbursable basis, such
satellite launching and associated services as the Administration deems
necessary for the most expeditious and economical development of the
communications satellite system;

(4) consult with the corporation with respect to the technical charae-
teristics of the communications satellite system;

(5) furnish to the corporation, on a reimbursable basis, satellite
launching and associated services required for the establishment, opera-
tion, and maintenance of the communications satellite system approved
by the Commission and by the Administration;

(6) to the extent feasible, furnish other services, on a reimbursable
basis, to the corporation in connection with the establishment and opera-
tion of the system.

(¢) the Federal Communications Commission, in its administration of the
provisions of the Communications Act of 1934, as amended, and as supple-
mented by this Act, shall—

(1) insure effective competition in the procurement by the corporation
of apparatus, equipment, and services and, to this end, shall prescribe
appropriate rules and regulations;

(2) insure that all present and future communications common car-
riers shall have nondiscriminatory use of, and equitable access to, the
communications satellite system on just and reasonable terms and con-
ditions and regulate the manner in which available facilities of the system
are allocated among such users thereof;

(3) in any case where the Secretary of State, after obtaining the
adviee of the Administration as to technical feasibility, has advised that
ecommereial communieation to a particular foreign point by means of the
communieations satellite system should be established in the national
interest, institute forthwith appropriate proceedings under section
214(d) of the Communications Act of 1934, as amended, to require the
establishment of such communieation by the corporation and the appro-
priate common carrier or carriers;

(4) insure that facilities of the communiecat ions satellite system are
technically compatible and interconnected operationally with existing
communications facilities;

(5) preseribe such accounting regulations and systems and engage in
such ratemaking procedures as will insure that any ececonomies made
possible by a communications satellite system are appropriately reflected
in rates for public communication services;

(6) after consultation with the executive branch agencies concerned
and receipt of their recommendations, specify technieal characteristics
of the operational communications satellite system to be employed by
the corporation.

TITLE III—CREATION OF THE COMMUNICATIONS SATELLITE
CORPORATION

CREATION AND NAME OF CORPORATION

Sec. 301. There is hereby authorized to be created a corporation for profit, to be
known as the “Communications Satellite Corporation”, which will not be an
agency or establishment of the United States Government. The corporation
shall be subject to the provisions of this Act and, to the extent consistent with
this Act, to the District of Columbia Business Corporation Act. The right to
repeal, alter, or amend this Act at any time is expressly reserved.
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PROCESS OF ORGANIZATION

Sec, 302. The President of the United States shall designate incorporators
who shall arrange for an initial stock offering and take whatever other actions are
necessary fo establish the corporation, including the filing of articles of incorpora-
tion which shall thereafter be amended only upon the initiation by or the approval
of the President.

DIRECTORS AND OFFICERS

Sec. 303. (a) The corporation shall have a board of direetors consisting of not
less than nine nor more than thirteen members, elected annually by stockholders,
subjeet to such restrictions as are provided in subsection (¢) of this seetion. The
board shall annually elect one of its members as chairman.

(b) The corporation shall have a president, and such other officers as may be
named and appointed by the board, at rates of compensation fixed by the board,
and serving at the pleasure of the board. No officer of the corporation shall
receive any salary from any source other than the corporation during the period
of his employment by the corporation.

(e) The board shall be elected annually by the holders of class A stock and the
votes of each stockholder for each candidate for director shall be recorded in the
minutes of stockholders’ meetings. No stockholder or trustee shall vote, either
direcily or indirectly through the votes of subsidiaries or affiliated companies,
nominees, or other persons subject to his direction or control, for more than two
candidates for membership on the board. Subject to suech limitation, the articles
of incorporation to be filed by the incorporators designated under section 302
of this Act shall provide for eumulative voting under section 27(d) of the District
of Columbia Business Corporation Act (D.C. Code, see. 29-911(d)).

FINANCING OF THE CORPORATION

Sec. 304. (a) The corporation is aufhorized to issue and have ountstanding
one million shares of class A stoek, which shall be eligible for dividends. Shares
of class A stock shall be issued in such amounts as the corporation shall determine:
Provided, “That shares of such stoek, as initially issued, shall be sold at a price of
not less than $1,000 for each share. Subject to the provisions of subsections (d)
and (e) of this section, shares of class A stock may be issued to and held by any
serson, including communications common carriers licensed by the Federal
honnnunimiionﬁ Comimission.

(b) The corporation is also authorized to issue and have outstanding ten
thousand shares of class B stock, which may be issued in such amounts and at
such prices as the corporation may determine. Shares of class B stock shall not
carry voting rights, and shall not entitle their holders to receive dividends except
liquidating dividends (which shall be paid on account of each share of class A and
clags B stock in proportion to the amount originally paid to the corporation for
the issuance of such share). Issuance of shares of class B stock to, and ownership
of such shares by, any person other than a communications common carrier ap-
proved by the Federal Communications Commission to own such shares is hereby
prohibited and declared void. Such earriers may own class B shares of the cor-
poration without limitation as to the amount of such shares, and such shares shall
be eligible for inclusion in the rate base of the carrier to the extent allowed by the
Commission. ;

(¢) The corporation is also authorized to issue such other nonvoting securities,
bonds, debentures, and other certificates of indebtedness as it may determine.

(d) No person, or corporation, including subdivisions, subsidiaries, or affiliated
companies subject to its direction or control, shall be authorized to own more
than 15 per centum of the authorized eclass A stock or more than 25 per centum of
the outstanding class A stock.

(e) The provisions of section 310 of the Federal Communiecations Aet of 1934,
as amended (47 U.S.C. 310), shall be applicable to ownership of shares of stock of
both ¢lasses in the corporation.

(f) The requirement of section 45(b) of the District of Columbia Business
Corporation Act (D.C. Code, see. 20-920(b)) as to the percentage of stock which
a stockholder must hold in order to have the rights of inspection and copying set
forth in that subsection shall not be applicable in the case of holders of the stock
of either class of the corporation, who may exercise such rights without regard to
the percentage of stock held in the corporation.

(z) Upon such terms and conditions as may be prescribed by the corporation
and with its approval and the approval of the Federal Communications Commis-
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sion, any communications common ecarrier may exchange shares of class A stock
which it owns for class B stock, or may exchange shares of class B stock for class
A stock, but no such exchange shall be effected which would result in a violation
of subsection (d) of this section. If, upon petition by any such earrier, the Com-
mission finds that the corporation has unreasonably denied its approval or at-
tached unreasonable terms and conditions thereto, the Commission may after
notice and hearing compel such exchange upon such terms and conditions as the
Commission finds reasonable.

(h) Upon application to the Federal Communications Commission by any
communications common carrier and upon a finding by the Commission after
notice and hearing that the public interest and the purposes of this Act will be
advanced thereby, the Commission may compel any communications common
carrier which owns class A or class B shares in the corporation to sell to the
applicant a number of shares of either or both classes determined by the Com-
misgion to be a reasonable number in the light of estimated proportionate use of
the corporation’s facilities and other factors consonant with the purposes of this
Act at a price determined by the Commission to be fair and reasonable. This
power shall not be exercised so as to result in a violation of the provisions of
subsection (d) of this section.

PURPOSES AND POWERS OF THE CORPORATION

Sge. 305. (a) In order to achieve the objectives and to carry out the purposes
of this Act, the corporation is organized to

(1) plan, initiate, construct, own, manage, and operate itself or in con-
junetion with foreign governments or business entities a eommereial com-
munications satellite system.

(2) furnish, for hire, channels of communiecation to United States com-
munications eommon carriers and to other authorized entities, foreign and
domestie.

(b) Inecluded in the activities authorized to the corporation for accomplishment
of the purposes indicated in subsection (a) of this section, are, among others not
specifically named

(1) eonduet or contract for research and development related to its mission;

(2) acquire the physical facilities and hardware necessary to its operations,
including communications satellites, earth stations, a 1d associated ground
equipment, whether by construction, purchase, or gift;

(3) purchase satellite launching and related services from the United
States Government;

(4) contract with authorized users, including the United States Govern-
ment, for the services of the communications satellite system;

(5) develop plans for the number and location of earth stations, and for
the technical specifications of all elements of the communiecations satellite
system.

(¢) To carry out the foregoing purposes, the corporation shall have the usual
powers conferred upon a stock corporation by the Distriet of Columbia Business

Corporation Act.
TITLE IV—MISCELLANEOUS

APPLICABILITY OF COMMUNICATIONS ACT OF 1634

Sgc. 401, The corporation shall be deemed to be a common ecarrier within the
meaning of section 3(h) of the Communications Act of 1934, as amended, and as
such shall be fully subjeet to the provisions of title IT and title IT1 of said Aet.

CONDUCT OF FOREIGN NEGOTIATIONS

Spo. 402, The corporation shall not enter into negotiations with any inter-
national agency, foreign government, or entity without a prior notification to the
Department of State, which will conduet or supervise such negotiations. All
agreements and arrangements with any such agency, government, or entity shall
be subject to the approval of the Department of State.

SANCTIONS

Sge. 403. (a) If the corporation ereated pursuant to this Act shall engage in or
adhere to any action, practices, or policies inconsistent with the policy and pur-

poses declared in section 102 of this Act, or if the corporation or any other person
shall violate any provision of this Act, or shall obstruet or interfere with any
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activities authorized by this Act, or shall refuse, fail, or neglect to discharge his
duties and responsibilities under this Act, or shall threaten any such violation,
obstruction, interference, refusal, failure, or neglect, the district court of the
United States for any district in which such corporation or other person resides or
may be found shall have jurisdiction, upon petition of the Attorney General of the
IJnited States, to grant such equitable relief as may be necessary or appropriate
to prevent or terminate such conduet or threat.
(b) Nothing contained in this section shall be construed as relieving any person
of any punishment, liability, or sanction which may be imposed otherwise than
under this Act.

Execurive OrricE oF THE PRESIDENT,
Bureav or THE Bubpger,
Washington, D.C., March 2, 1962.
Hon. OreN Harris,
Chairman, Commillee on Intersiate and Foreign Commerce,
House of keprescntatiws, Washington, D.C.

Dear Mg, Caateman: This is in reply to your request for comments on H.R.
10115, a bill to provide for the establishment, ownership, operation, and regula-
tion of a commercial communications satellite system, and for other purposes.

This bill was carefully prepared in consultation with all interested departments
and agencies. It is our view that the objectives discussed by the President in his
letter of February 7, 1962, to the Speaker of the House will best be met by this
bill. In particular, the ownership provisions in H.R. 10115 will be more effective
in strengthening competition in the communications industry than would be the
provisions of otherwise similar bills now before the Congress.

In his letter, the President stated his conviction that a variety of policy objee-
tives could best be met through the medium of a privately owned and operated
communications satellite system. Within this basie framework, the bill contains
features with regard to stock ownership and voting rights designed to provide
that the fruits of publicly financed space development programs will be available
to all potential investors and to insure that the Communications Satellite Corpo-
ration’s policies and aectivities are not dominated by any single stoekholder. In
addition, the bill provides sufficient authority for the President to insure that the
national interest in telecommunications is safeguarded.

The Bureau of the Budget recommends enactment of H.R. 10115, as in accord
with the program of the President.

Sincerely yours,
ParLue 8. Hucuzes,
Assistant Director for Legislative Reference.

GOVERNMENT OF THE DistrRicT 0F COLUMRIA,
Exucurive OrricE,
Washington, D.C., March 13, 1962.
Hon. OrReN Hagrngis,
Chairman, Committee on Interstate and Foreign Commerce,
U.S. House of Representatives, Washington, D.C.

My Dear Mr. Harris: The Commissioners of the Distriet of Columbia have
for report H.R. 10115 and H.R. 10138, 87th Congress, identical bills to provide
for the establishment, ownership, operation, and regulation of a commercial
communications satellite system, and for other purposes.

The intent of the bills, as indicated in the “Declaration of Policy and Purpose,”
is “to establish in conjunction and in cooperation with other countries, as expedi-
tiously as practicable, a commercial communications satellite system, as part of an
improved global communications network, which will be responsive to public
needs and national objectives, which will serve the communieation needs of the
United States and other countries, and which will contribute to world peace and
understanding.” The bills direct the President of the United States, the National
Aeronauties and Space Administration, the Federal Communications Commis-
sion, and the Department of State to exercise specified supervisory functions in
connection with the communications satellite system.

The bills (sec. 301) authorize the ereation of the Communications Satellite Cor-
poration, a corporation for profit subjeet to the provisions of the bills and to the
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extent consistent with the bills, to the District of Columbia Business Corporation
Act. The President is authorized to designate incorporators who are given the
power to take all actions necessary to establish the Corporation, including offering
of stock and filing of articles of incorporation. The bills contain provisions for the
election of directors and officers and for financing the corporation.

The Commissioners favor the enactment of this legislation with the following
amendments:

1. Section 302, page 11, line 14, after “‘incorporators” insert the following:
“who are to serve as the initial board of directors until the first annual meeting
of shareholders or until their successors are elected and qualified”.

2. Section 304(a), page 12, line 21, after “‘stock” insert the following:
“ without par value”.

3. Section 304(b), page 13, line 6, after “stock’ insert the following:
“ without par value”.

The first of these recommended amendments is to facilitate the organizational
meeting of the Communijcations Satellite Corporation.

The other recommended amendments are to minimize the license fee which
would be required under the Business Corporation Act. If the par value of the
stock were $1,000 per share, as specified in the bill, the license fee would be sub-
stantial (D.C. Code, sec. 29-936(c)). However, the stock could have a corporate
book value of $1,000 per share, without par value.

The Commissioners have been advised by the Bureau of the Budget that, from
the standpoint of the administration’s program, there is no objection to the sub-
mission of this report to the Congress.

Yours very sincerely,

Warter N. TOBRINER,
President, Board of Commissioners, District of Columbia.

U.S. DEPARTMENT OF JUSTICE,
OrricE oF THE DEPUTY ATTORNEY GENERAL,
Washington, D.C., March 2, 1962,

Hon. OrEN HARRIS,
Chairman, Committee on Intersiale and Foreign Commerce,
House of Representalives, Washington, D C.

Dear Mr. Cuarrman: This is in response to your request for the views of the
Department of Justice concerning the bill (H.R. 10115), to provide for the estab-
lishment, ownership, operation, and regulation of a commercial communications
satellite system.

This bill, which would provide for the creation of a private corporation to
own and operate such a system and for the responsibilities of the Federal Gov-
ernment with respect thereto, is identical with a proposed bill transmitted by the
President to the Speaker of the House on February 7, 1962, together with his
reasons for urging Congress to give it prompt and favorable consideration.

The Department of Justice urges prompt enactment of this legislation as being
of major national importance on the basis of the considerations set forth in the
President’s message of February 7. The Department has a particular interest
in those aspects of the bill which would release the full competitive vigor of our
private enterprise system for the attainment, as soon as possible, of a communi-
cations satellite system meeting the broad range of public interest objectives
which such a system can subserve, and which would adequately provide for the
Government's responsibilities in auv.ing that this is accomplished.

On March 13, Assistant Attorney General Nicholas deB. Katzenbach plans to
appear before the committee in response to your invitation. He will be pleased,
at that time, to amplify the views expressed herein, as well as respond to members’
questions.

The Bureau of the Budget has advised that enactment of this legislation would
be in accord with the program of the President.

Sincerely yours, - ~
¢ UHiy, Byron R. WHITE,
4}"‘ Ek‘s))} Depuly Attorney General.

82059—62—pt. 2
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Narrovar ScieNceE FouxpaTion,
Orrice oF THE DIRECTOR,
Washington, D.C., March 12, 1962.
Hon. Orex Hanris,
Chairman, Commiitee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

My Drar Mg. Harris: This is in further reply to your letter of February 9,
1962, requesting the comments of the National Seience Foundation on H.R. 10115
and in response to the “Notice of Public Hearings” forwarded to the Foundation
by the Committee on Interstate and Foreign Commerce indicating that publie
hearings on H.R. 10115 and on H.R. 10138, an identical bill, would commence
March 13, 1962.

The bills in question provide for the establishment, ownership, operation, and
regulation of a commereial communications satellite system. They represent the
position of the administration on this subjeet and appear to constitute a sound
approach to the problems involved.

The Bureau of the Budget advises us it has no objection to the submission of
this report from the standpoint of the administration’s program.

Sincerely yours,
Avan T. Warerman, Direclor.

SecuriTiEs ANp Excuanege CoMMrssion

H.R. 10115 would anthorize the ecreation of a corporation for profit, to be
known as the Communieations Satellite Corporation, for the purpose of faeili-
tating the development of a commercial communieations satellite system and of
providing the widest possible participation by private enterprise in the develop-
ment of such a system. The provisions of the bill which are of concern to the
Securities and Exchange Commission are those which deal with the financing of
the proposed corporation.

Under the bill, the corporation, which would not be an ageney of the United
States, would be authorized to issue 1 million shares of elass A stock and 10,000
sghares of class B stock., The class A stock would have \lmm., rights and be eligible
for dividends and could be held by any person. Class A shares would be issued
initially at a price of not less than $1,000 per share. The class B stock, which
would earrv no voting rights and be eligible for no dividends except liquidating
dividends, could be held only by communications common carriers approved by
the Federal Communications Commission to own such shares. Upon such terms
and conditions as may be approved by both the corporation and the Federal
Communications Commission, any communications common carrier may exchange
ghares of one class for shares of another, subject to certain limitations embodied
in the bill coneerning the maximum number of the authorized shares of each class
that may be owned by any person. The Federal Communications Commission
would also be authorized in certain ecireumstances to compel any communications
common carrier which owns class A or elass B stock to sell to any other communi-
cations common carrier a number of ghares of either or both classes as determined
by the Federal Communications Commission to be reasonable at a price to be
determined by that Commission to be fair and reasonable.

The Corporation would also be authorized under the bill to issue other non-
voting securities, bonds, debentures, and evidence of indebtedness. The bill
imposes no restrictions as to who may own such securities.

The bill contains a section which would impose civil sanctions for violation of
any provisions of the bill, and would provide that nothing in that seetion shall
be construed as relieving any person of any punishment, liability, or sanetion
which may be imposed otherwise than under the bill.

It appears that the bill is not intended to have any effect on the application of
the Federal securities laws to the Corporation or to the securities of which it is
the issuer. Therefore, it should be noted that, absent the awvailability of an
exemption now provided in the Federal securities laws, the securities issued by
the Corporation would be subject to the registration provisions of the Securities
Act of 1933 and the qualification provisions of the Trust Indenture Act of 1939,
and the Corporation itself would be subject to the reporting requirements of the
Securities Exchange Act of 1934. In this respect the Corporation would be in
the same situation as any other issuer whose operations are financed by the raising
of capital from public investors and in whose securities there is a widespread public
investor interest. This Commission has no comments as to the merits of the bill.
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Smavrn BusiNEss ADMINISTRATION,
Washington, D.C., March 23, 1962.
Hon, Orex HARRIS,
Chairman, Commitiee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mg, Cramman: I wish to thank you for the invitation, extended by
telephone on March 20, to comment on the legislation to establish a space satellite
ecommunications system. The importance of such communication to the future
of our economy, including the small business segment thereof, can hardly be
exaggerated.

The legislation is of concern to the small business community in two principal
respects. [First, it is essential that all present and future common carriers which
qualify as small business concerns, within the meaning of section 2 of the Small
RBusiness Act, have nondiseriminatory use of, and equal access to, the communi-
cations satellite system on just and reasonable terms and conditions. Second, it
is essential that small business concerns be afforded a fair and reasonable oppor-
tunity to compete for and share in the contracts and subcontracts awarded for
the construction, operation, maintenance, and repair of the system.

It has been our experience that, in the absence of language clearly spelling out
the small business policy of Congress, small business concerns have difficulty in
obtaining equitable treatment under a statute. Accordingly, although the pro-
posed legislation contains general language prohibiting discrimination in these
two respects, I suggest that it would be desirable for the legislation to contain &
general statement of the congressional policy along the following lines:

“Ti is the intent of the Congress that small business concerns, as defined by
the Small Business Act, shall be afforded fair and reasonable opportunity to
participate in the achievement of the purposes of this act, to share in its direct
and indirect benefits, and to receive a fair opportunity to compete for confracts
made by the Corporation and for subcontracts thereunder.”’

And a requirement along the following lines:

“In carrying out its responsibilities to insure effective competition by the
Corporation in its procurement, the Federal Communieations Commission should
consult with the SBA and solicit its recommendations on measures and procedures
which will insure that small business concerns are given an equitable opportunity
to share in the procurement program of the Corporation for property and services,
including but not limited to research, development, construction, maintenance,
and repair.”

It is my hope that these recommendations will receive favorable consideration.

The Bureau of the Budget has advised that there is no objection to the sub-
mission of this report from the standpoint of the administration’s program.

Sincerely,
Joun E. Horxg, Administralor.

The Ciatrmay. These proposals would authorize the creation of a
corporation which would contemplate private ownership of the U.S.
portion of such a system, not only by communications common
carriers but by members of the general public.

The bills seek to provide a broader base of ownership and control
of the Satellite Corporation than do certain other proposals pending
before this and other committees.

The other bills referred to this committee would approach this
problem in varying ways. One would restriet the ownership of the
American Corporation to communications common carriers whose
eligibility as such has been certified by the Federal Communications
Commission.

Another would create a Government corporation and eliminate
nongovernmental investors altogether.

Three weeks ago, as we all recall, the United States made a truly
significant achievement in the exploration of space. The orbital
flight of Col. John H. Glenn, following in the wake of the exploits of
Comdr. Alan Shepard and Capt. Virgil Grissom, was followed over
radio and television by many millions of our people, and not only




360 COMMUNICATIONS SATELLITES

in the United States but throughout the world. Perhaps never
before have the vast potential benefits to mankind from space utiliza-
tion and technology been so strikingly and dramatically demonstrated
to the people in every corner of the earth.

President Kennedy pointed out the vital character of our Nation’s
space program when he said—

With the approval of Congress, we have undertaken in the past year a great
new effort in the United States. Our aim is simply to be first on the moon.
Space is a vast venture of science, commerce, and of worldwide cooperation, and
this Nation belongs among the first to exploit it.

Even today, which will some day be regarded as the infancy of
space technology, the use of space satellites for scientific information-

athering purposes has substantially advanced the science of weather
orecasting and research. But at this point in our scientific progress
it would be difficult to imagine a more significant, far-reaching, or
practically useful application of space satellites than in the field of
international communications.

A global system for bringing closer together the people of the
world by telegraph and telephone, by radio and television, holds out
the promise of spectacular progress for the future—scientific, economic,
social, and political.

So I think it should be emphasized that while many of our accom-
plishments still lie in the future, the technological advances of the
United States today in the field of space communications far surpass
the known advances of any other nation.

The proposals before us today are designed to translate our tech-
nological achievements into a practical, workable communications
system.

H.R. 10115, as I mentioned earlier, and the identical bill introduced
by Mr. Miller would create a privately owned corporation to operate
the U.S. portion of the worldwide satellite communieations system.

It is anticipated that through agreements with authorities in other
countries such an international system can be established within the
next few years.

It seems to me vital that the United States lose no time in pressing
forward the initiative that we alone can now exercise.

Thus we come to the consideration of these proposals in an atmos-
phere of some urgency. To be sure, there are some features of these
proposals which are controversial. But I think it is important that
the Congress act, and that it act soon.

Now, I would not suggest that these proposals be given hasty or
superficial consideration. The consequences of the action of this
committee in Congress will project far into the future, and it is with a
deep consciousness of our responsibility that we must examine the
matter before us today.

Careful consideration, however, must not preclude positive ac-
complishment. Simply to find fault with these or other proposals,
and to offer nothing of value in their place, is not enough.

So this committee has a tremendous responsibility and an obliga-
tion to develop and refine a proposal which will convert the engineers’
dream of a global satellite communications system into a practical
reality.

It is with these considerations in mind, and with a clear sense of the
responsibility now restng on this committee that we undertake con-
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sideration of one of the most important legislative proposals that has
been referred to this committee in a long time, indeed one of the most
important of this generation.

1 know that it took a great deal of work and effort to bring together
the various interested forces in order to recommend something positive
in this field. As I indicated a moment ago, there are certain contro-
versial features, and no one knows this fact any better than those who
worked to bring these forces together. It has occurred to me that it
certainly would be helpful to the committee to have the man who is in
the middle of it, and who is as familiar with all of these developments
leading up to this concrete legislative proposal, and therefore knows
as much about the proposal, in my judgment, as anyone else.

So I am glad on behalf of the committee that we have with us today
Dr. Edward C. Welsh, Executive Secretary of the National Aero-
nautics and Space Couneil.

This matter emanated from the Council, as is well known, and it
was through that source that the various viewpoints were brought
together into what we have before us today.

[ am mindful of the fact, Dr. Welsh, that you have been ill, but we
are very glad that you have recovered and are now back on your feet.
All of us hope and pray that you continue to improve and will be
permitted to continue your work in this most important field.

We are glad to have you with us today, and we will be glad to have
vour testimony in ticking off this important program.

[ believe, Dr. Welsh, you have with you Dr. Charles Sheldon.

STATEMENT OF DR. E. C. WELSH, EXECUTIVE SECRETARY OF THE
NATIONAL AERONAUTICS AND SPACE COUNCIL, ACCOM-
PANIED BY DR. CHARLES S. SHELDON II

Dr. WeLsH. Yes; he is with me from my staff.

The Cuarrman. If you would like Dr. Sheldon to sit at the table
with you, we would be glad to have him do so.

Dr. WeLst. Thank you very much, Mr. Chairman, for your kind
comments about the little difficulty I have had. And I am hopeful
that this appearance here, my first time out, will have a therapeutic
effect.

[ have a brief statement. Would it be appropriate for me to read
it at this time?

The Craatrman. If you choose, Doctor, you may proceed as you
desire.

Dr. WeLsa., Thank you.

Mr. Chairman and members of the committee, it is with pleasure
that I respond to your invitation to testify before the distinguished
members of this committee, on the subject of communications satel-
lite legislation. In fact, the pleasure is particularly great, not only
because the President’s proposed bill is a practical means for strength-
ening our private enterprise system and developing our leadership in
space, but also because this occasion marks, I trust, the end of some
weeks of hospitalization and enforced absence from duty on my part.
I am, indeed, glad to be here.

In view of the study and analysis which you and your staff have
undoubtedly made prior to my appearance here, my prepared state-
ment is deliberately brief and emphasizes primarily the principles and
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procedures involved in the development of H.R. 10115 and 10138,
which the President has recommended to the Congress.

In his letter of transmittal, the President said, in part:

One of the most practical examples of our growing space competence is in the
field of communications * * *, The proposed legislation which I am trans-
mitting with this letter will enable us to translate this communications compe-
tence into actual performance. It is, therefore, a measure of immense long-range
importance.

[t certainly is a matter of long-range importance and it is likewise
of immediate importance that we get the organization, the responsi-
bilities, and the principles of performance started on the right track
on the long-range benefits will be seriously modified.

As you know, the President issued a policy statement last July 24,
which guided the basic features and essential objectives of the pro-
posed legislation. That policy was drafted under the auspices of the
National Aeronautics and Space Council and was recommended unsani-
mously to the President by the statutory members of that Couneil, as
well as by the Attorney General, the Chairman of the FCC, the Di-
rector of the OCDM-—the last three having been invited by the Vice
President to participate in the policy deliberations.

Last November, the Executive Secretary of the Council was asked
to handle the responsibility of preparing a coordinated draft proposal,
for translating the aforementioned policy into the most effective and
practical means of performance. Many meetings were held and
gradually constructive language evolved. The result is the admin-
istration’s proposed bill, H.R. 10115, or H.R. 10138, which you have
before you.

I might point out, as a comment on procedure, that Council staff
work in drafting the proposed bill was similar to that employed in the
preparation of the policy statement and representatives of the same
agencies participated in both drafting assignments. However, the
bill was not subjected to formal agency clearance by the Council, but
rather was recommended directly to the President for such time-
honored procedure of interagency clearances and comments regarding
legislation, as the President saw fit to employ. With its responsibility
for attempting to eliminate duplication i the space program, it
seemed particularly inappropriate for the Space Couneil to duplicate
an interagency clearance procedure which was already in effect and
has been formalized for many years.

A summary of the provisions of a bill is, of course, no substitute
for an examination of the language of the bill and T make no claim
that the following summary is all inclusive. However, 1 thought it
might be useful for the record to state, as briefly as the subject matter
will permit, the main provisions of the President’s proposal.

H.R. 10115 and 10138 call for the passage of a new act, which
would provide for the establishment, ownership, operation, and regu-
lation of a commercial communications satellite system. It would
authorize the creation of a privately owned and profit-operated Cor-
poration, to be financed from the sale of securities to the publie,
which includes but is not limited to common earriers or otherwise
chosen companies or individuals.

The President would designate the incorporators, who would arrange
for the initial stock offering and take such other actions as would be
necessary, within the provisions of law, to get the Corporation started
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as such. Tt would not be an agency or establishment of the U.S.
Government, however, and would be subject to the pertinent pro-
visions of the Communications Act of 1934, as amended, and of the
District of Columbia Business Corporation Act.

The Corporation would have a Board of Directors, elected annually
by the stockholders of class A stock, with no such stockholder eligible
to hold more than 15 percent of the authorized or 25 percent of the
outstanding class A or voting stock and with no such stockholder
eligible to vote for more than two candidates for membership of the
Board of Directors. While class A stock is the only voting and
dividend-receiving stock, provision is made for other types of securi-
ties, such as class B stock which could be owned only by communica-
tions common carriers so authorized by the Federal Communications
Commission.

The purposes and powers of the new Corporation would include
furnishing, for hire, channels of communications to authorized users,
ownership of satellites, ground terminals, and other facilities essential
for its operation, management, and interconnection with terrestrial
communications systems; conducting or contracting for research and
development; and purchasing satellite and launching servicesfrom the
U.S. Government,

The bill would provide authority and responsibility for the Presi-
dent, the FCC, and other agencies of the Government, in supervision,
regulation, guidance, and assistance, to assure that the policies and
purposes of the act were carried out effectively and expeditiously.
The proposed legislation would increase the responsibilities of the FCC
and specify the respeetive functions of Government rather than leave
such responsibilities vague to the investors and management of the
Corporation as well as to the respective governmental agencies.

Among the policy requirements included in this bill are global
coverage, cooperation with other countries, expeditious development
of an operational system, provision of service to economically less
developed countries, as well as to more highly developed countries,
efficient and economieal use of the frequency spectrum, nondiserimina-
tory access to the system by authorized users, maximum competition
in the acquisition of equipment and services utilized by the system,
and strengthening of competition in the communications industry.

The basie principles of the bill, which I want to emphasize, can also
be stated briefly. They are:

1. Private enterprise, operated for profit, with the anticipated
benefits in efficiency which so often characterize private ownership
and private initiative, including competitive procurement of equip-
ment and services;

2. Protection of the public interest, through Government regula-
tion and such policy and technical coordination as our national and
international interests require;

3. Reasonable maximization of opportunity for private savings to
nourish this great venture and to obtain returns from such investment
through broad public sale of the voting and dividend-sharing stoek;

4. Reasonable minimization of domination or control of this national
asset on the part of any individual, company, or private concentration
of economic power, by limitations on the amount of voting stock or
directors subject to such control and by the broad-base ownership
provision, which greatly lessens the opportunity for financial domina-
tion;
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5. Increasing the availability of private investment, by not restrict-
ing the quantity of such investment to that amount which could be
raised by a few chosen companies; thereby decreasing the likelihood
of the need for Government subsidy of the operating company ;

6. Speed of action, by authorization of a corporate structure for
managing an operational system, prior to the completion of the initial
tests and experiments as to the technology and equipment required,
thus avoiding unnecessary delays, providing flexibility of funding, and
instituting cooperation with the responsible agencies of the Govern-
ment.

7. Delineation of authority and responsibility, rather than leaving
uncertain who is responsible for what, in the Corporation and in the
Government;

8. Coordinated action through legislation, so as to make doubly
clear to the world that the United States is committed to success in
this field, on the basis of private enterprise, nondiscriminatory access,
freedom of investment, and broad public benefit;

9. Foreign participation, through investment in the Corporation
up to the maximum permitted by law, through ownership and manage-
ment of ground facilities abroad, and through nondiscriminatory
access to the system’s use;

10. Recognition of the rate-base practices of regulated companies
in the communications field by providing a class of nonvoting stock
for authorized carriers, which investment would be subject to the
regular rate-base treatment, similar to that accorded other capital
investments by the FCC.

Those are the basic features of the proposed legislation, as I see
them.

I have no intention of initiating any comparison of H.R. 10115 and
10138 with other bills or proposals. 1 might state generally, however,
that we did, during our deliberations, give thought and consideration
to a wide range of alternatives and, after weighing and analyzing, we
came out with the proposal before you.

So far as financing 1s concerned, the basic alternatives seemed to
be Government ownership, financial domination by one company, or
private broad-based ownership. We decided upon the last, for reasons
which seemed both practical and democratic, I am confident that all
the members of the committee have, at one time or another, partici-
pated in a director’s meeting, a fundraising conference, or other similar
affair in which the amount of money an individual could provide had
more effect upon a policy decision than the number of votes he had.
Some of you may even have observed a game of cards in which the
advantage lies heavily with the person with the most chips. In any
event, the taxpayers have financed in excess of 90 percent of this space
communications competence and I believe they are entitled to benefit
directly and materially as investors, if they choose to do so.

It has been argued, ineffectively in my judgment, that broad-based
ownership might have an adverse effect upon the quality of the
management and of the technical staff of the new Corporation, and
also that it might prompt unreasonably high charges for communica-
tion services via satellites. I have been advised that few companies
have as broad-based ownership as does the American Telephone &
Telegraph Co., for example, and also that many of those stockholders
are not communication experts. I have been further advised that
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this widely distributed stockownership has neither caused that com-
pany to be particularly inefficient nor has it been the reason why
communication rates are at the levels they are now.

In my view, every reasonable effort will be made to get the most
competent management and the most talented technicians obtainable,.
regardless of how wide or how narrow the ownership base may be.
However, I do believe that there is a somewhat greater pressure for
efficiency from wide-based stockownership than exists when a com-
pany is in effect a subsidiary of or dominated by a single large interest.

In the matter of whether the new Corporation should or should not
own the ground stations, the answer in favor of such ownership was
based upon the principles of greater efficiency, avoidance of duplication
from unilateral action on the part of individual carriers, and easier
compliance with the nondiscriminatory access principle.

I might add, however, that the bill before us and the bill which I
have been discussing does not preclude ownership of ground stations
by companies other than the Corporation proposed.

With those somewhat capsuled comments, I conclude my prepared
statement.

Thank you, Mr. Chairman, and members of the committee for the
opportunity to appear before you during these deliberations.

The Cuamrman. Thank you, Dr. Welsh. I want to compliment
you on a rather briefl but yet clear and precise statement on the
subject, giving us the background of how the proposal was developed.

Dr. WeLsa. Thank you, sir.

The Caarrman. I am sure there will be a good many questions,
because I know the members share the view that I have, that this
subject should be fully developed.

In order that we might be able to give everybody some time and
opportunity for questioning, I would like to ask from the membership
of the committee if there would be any objection to limiting the first
round of questions to, say, 10 minutes per member. Some, of course,
might not use that much time and some, if we didn’t have it, would use
a lot more time,

Mr. Rocers of Florida. Five, Mr. Chairman.

Mr. SeriNGER. I will not object to 10 minutes.

The Cuamman. On the subject of 5 minutes, sometimes the question
and the answer takes over 5 minutes. And sometimes the question
alone takes up a good part of the 5 minutes.

If the membership, then, would agree, and if there is no objection,
we will limit the first round to 10 minutes. In my judgment, that-
would virtually take care of almost everything that could be asked by
the time we hear from all the members.

Mr. Williams?

Mr. WiLLiams. Dr. Welsh, on page 4 under paragraph 9 relating to
foreign participation, I will ask this question: {?\’uuld class A stock be
made available to foreign investors?

Dr. WeLsa. That is the anticipation, sir, yes, up to the maximum
amount provided by law, which is 20 percent, I believe, of total foreign
participation.

Mr. WiLLiams. Now, one individual foreign investor, could he buy
up 20 percent of this stock?

Dr. WeLsu. I would think that if he did—that would, first of all,
exclude the possibility of any other foreign investor buying in it, but.
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in addition he is subject to this 15 and 25 percent provision which is
in the proposal in regard to class A stock ownership.

Mr. Wirniams. In other words, the bill limits foreign participation
to 20 percent of the class A stock?

Dr. Wersa. That is my understanding, sir.

Mr. Wintiams. Is that sufficient to obviate the danger of foreign
eontrol over this corporation?

Dr. WeLsu. I would think so, sir. Also, I believe that the Com-
munications Act excludes the possibility of foreign directors.

Mr, Wirniams. That is all I have, Mr. Chairman.

The CaatrMaN. Mr. Springer?

Mr. SerivGgeRr. Mr. Secretary, H.R. 10115 incorporates your think-
ing on this matter?

Dr. Wersa. Yes, sir.

Mr. SeringeEr. Was this bill submitted to the National Aero-
nautics and Space Council before you brought it down here?

Dr. Wersa. I made a statement that I thought explained that,
Sir.
The answer to your question is that it was not formally presented
to the Space Council. It was transmitted by the Chairman of the
Space Council to the President, and the President used his own
procedure for circulating it to the members of the Space Council as
well as other members of the agencies of the Government to get
their opinion.

Mr. SpriNGER. And this was not cleared with the National Aero-
nautics and Space Council? That is my question—yes or no
that ought to be pretty simple.

Dr. Wersn. 1t sounds simple as stated, sir.

Mr, SeringeEr. Was it or was it not? You have a record? Are
you the executive secretary or not?

Dr. Wersa. I will take the questions in their order.

The answer to whether I am executive secretary is “Yes.”

Mr. SerinGer, You ought to have a record of whether or not it
has been cleared with that Council, should you not?

Dr. WerLsa. The answer is “No,”” I said so in my statement.

Mr. Seringer. That is what I wanted to know. It hasn't been
cleared. That is what I wanted to find out.

And vet you are bringing this up here as being the bill, I presume,
recommended by the National Aeronautics and Space Couneil, is that
true or not?

Dr. Weusa. No, sir.

Mr. Seringer. Did you have any contact with the Federal Com-
munieations Commission in writing this bill?

Dr. WeLsn. Representatives of the Federal Communications Com-
mission sat in all of the meetings, I think every one of them, and
contributed substantially to the content of this bill; yes, sir.

Mr. Serinaer. Did they submit this bill or recommend this bill?

Dr. WeLss. The bill was submitted by the President of the United
States, sir.

Mr. Serincer. Was this bill approved by the Federal Communi-
cations Commission? If you don’t know you can say so.

Dr. WeLsu. The procedure—and I will have to answer you in some
detail—the procedure for clearing this bill was

Mr. SpriNGER. It was not recommended by the FCC, isn’t that
true? If you want to be truthful, isn’t that so?
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Dr. Wewsn. [ certainly want to be truthful, Mr. Congressman.

Mr. Serivcer, Well, was it?

Dr. WeLsi. I did not handle the question and the procedure of
clearing and, therefore, I can’t tell you exactly what the FCC said.
It is my understanding that the F( 'C was not in agreement with all
of the provisions of the bill.

Mr. SerinGER. In i'.u t. the FOC recommended an entirely different
approach, didn’t they

Dr. WeLsa. I am not in agreement with the statement that they
recommended an entirely different approach. I think their testimony
in the other body would indicate that they recommended an approach
that was not entirely different, but had very many similarities, as a
matter of fact.

Mr. SprinGER. Let me ask vou this: Who was the Chairman of the
National Aeronautics and Space Couneil?

Dr. WeLsa. The Vice President of the United States.

Mr. SerinGeEr. Does he approve this bill?

Dr. WeLsa. He commended it to the President.

Mr. SeriNncger, Formally?

Dr. Weisa. Formally, at time of its transmittal.

Mr. Sprincer. After this Corporation is formed, what part will
vou play?

Dr. WeLsa. As an individual, sir?

Mr. Sprinaer. No, I am talking about as the National Aeronautics
and Space Council.

Dr. WeLsa. As to general policy recommendations to the President
[ would assume we would continue to have that role.

Mr. SprinGer. Actually 99 percent of everything having to do with
this would be handled by the Fede ml C l)I!IIIl!IIII(dlIUIl'« Commission
once this C orpor: ation is in effect, isn’t that true?

Dr. Wersa. That [ would not agree with, sir.

Mr. SpringeEr., Would you say 95 percent?

Dr. WeLsu. I wouldn’t know what the percentage is. The launch-
ing for example would not be handled by !111- FCC.

Mr, Sprincer. Let’s say after launching.

Dr. WeLsa. We don’t know how long the satellites are going to
stay up. You might have relaunching, so I ean’t say.

Mr. SerinGeRr. All of this is going to be handled by the Com-
munications Commission, isn't it?

Dr. WeLsa. The communications are going to be handled by the
private companies and regulated by the FCC,

Mr. SprinGur. Actually, there is so little in this bill that has to do
with you that the House “flil{(‘( ommittee is not even holding hearings
on this bill, isn’t that true?

Dr. Wewsn. I don’t know what the reason is, sir.

Mr. SerinGer. What [ say is true, isn’t it? They are not holding
any hearings on this bill hm ause they have said in effect that this is a
communications matter?

Dr. Wersa. I don’t know that, I can’t answer your question.

Mr. Seringer. That is all, Mr, Chairman.

The Crarrman. Let the Chair say that we have a procedure in the
House under the House rules under which the Speaker of the House
refers all bills according to the preponderance of jurisdiction. The
Speaker of the House referred the bill to this committee. I want to
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say here, so that it will be perfectly understood, that the chairmamn
of the House Committee on Science and Astronautics was advised of
these hearings. The members of that committee were invited, and
they did not desire to sit in on the hearings.

I might say that the chairman of the committee did assign one of
their staff members here and he is sitting in on these hearings with us.

Mr. Rogers?

Mr. RoGers of Texas. May I reserve my time?

The Caarrman. Mr. Schenck?

Mr. Scuexck. Is it my understanding that stock in this company
would be subject to the rules and regulations and procedures 01[1 the
Securities and Exchange Commission

Dr. WeLsa. That would be my understanding, just as with any
other private corporation; yes, sir.

Mr. Scaenck. Then the issuing of this stock, class A stock for
public consumption, would have to meet all of their requirements as
set. out by the Securities and Exchange Commission?

Dr. WeLsa. I would think so, sir.

Mr. ScueNck. Is there any place in this bill which states that?

Dr. WeLsit. No. I would think that unless there is a specific
mention that it is excluded from some existing law, that the law would
prevail, that is my understanding, and that is our understanding.

Mr. Scuenck. Have you any thought how long it would be before
investors in class A stock would receive any dividends?

Dr. WeLsa. I wouldn’t want to try to predict, sir, how long. I
can’t tell.

Mr. Scaenck. Is there any suggestion or thinking or recommenda-
tions as to the price per share of class A stock?

Dr. WeLsi. There is in the bill. The bill proposed a price of
$1,000 a share. I did not, however, mention that as one of what I
considered the principal elements of the bill. I don’t consider that
to be a major factor, the exact price.

Mr. Scaenck. Do you think that the limitation of $1,000 a share
would permit the widespread purchase of such stock?

Dr. WeLsa. I am confident that it would permit some widespread,
quite widespread, purchase, yes. There is a widespread purchase of
other securities that are priced at $1,000, primarily bonds, but if we
could get a wider spread base through a lower price of the stock,
why I would think that would be certainly a reasonable thing to
consider, sir.

Mr. Screnck. In other words, you feel that it would be very help-
ful to have the greatest number of people holding shares of stock
this corporation?

Dr. Wewsa. I don’t like to suggest even that there be qualifieations
for people who should invest in our private corporations. If I were
going to suggest one, I would say anyone who is a taxpayer might be
entitled. %t. I wouldn’t even suggest that. The taxpayers, how-
ever, have initiated this, and I think they ought to have a ehance to
invest if they so choose.

Mr. Scuexck. So if the price of the stock per share were lower,
that would permit more participation by a greater number of people?

Dr. Wersn. I think this is quite correct. Could I add one point
to that? I would want to make certain that the prospectus, the ex-
planation of the nature of the investment, were made very clear, so
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that it was not the understanding of individuals that there would be
immediate receipt of dividends in a new development of this nature.
If that were perfectly clear, then I would see no reason why the price
of the stock couldn’t be lower.

Mr. ScaENCK. Do you feel that it might be a period of years before
the owners of the class A stock would receive any dividends, is that
correct?

Dr. Wersa. Yes. This is not an uncommon thing, as you are
fully aware, in a new business in the United States or a development
of a portion of a new business.

Mr. Scaenck. Do you see any legislative effort in the setup of
this organization which apparently is going to prevent the people who
have the technical l{llt)\\-’—[lt)“’ to be ruh-.gat-ud to a nonvoting position,
and do you feel that this is just an effort in this approach to only
encourage people to invest sums of money on the possible chance
that in 5 or 6 years they might make a profit?

Dr. WerLsa. Well, there are two parts of that question, sir.

First, of all, there is nothing in the bill that would prevent those
who have know-how from investing in the business. They certainly
can invest in the business, they are entitled to invest—if you take the
communications carriers themselves as being people with the know-
how, which I certainly think they are, they are entitled to invest in
both the class A and the class B stock, so they are not excluded.

Second, I think that there is every evidence that this will be a
profitable venture. And I say that with a good deal of assurance.
Anything that has an expanding demand for the product and an
inereasing and improving technology is very likely to be a profitable
venture, and one that would be very encouraging to those who would
want to invest.

Mr. Scaenck. Of course, communications through satellites are
going to be in competition with undersea cables, are they not £

Dr. Wersa. 1 would think they would complement by adding to
the total service. I wouldn’t call it competition.

Mr. Scuenck. And these undersea cables already have a tre-
mendous investment tied up in them?

Dr. WeLsi. Yes. And I would think they would continue to
be used and perform a great deal of service. The satellite method
is a way of meeting by modernity and new techniques and new
technology the expanding demand in the future for communications,
without excluding the use of the cables. There is no thought of
doing the latter, sir.

Mr. Scuenck. The possibility of a profitable return, however, is
purely speculative on this class A stock, is it not?

Dr. WeLsa. It is not purely speculative, but we couldn’t say just
when dividends would be paid. I think it would be a good investment.

Mr. Scaenck. I would say, Dr. Welsh, that some several years
ago it was my privilege to serve as a member of the Subcommittee
on Commerce, and at that time we had a great deal of discussion
about the sale of uranium stocks which had widespread appeal on
a speculative basis, and in which a tremendous number of people
lost a lot of money. This legislation, which you, Dr. Welsh, are
recommending here today, could easily develop the same result.

That is all, Mr. Chairman.

The Cuarrman. Mr. Friedel?

¢
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Mr. Friepen. Dr. Welsh, will you give the basic reason why you
want to have two classes of stock?

Dr. WeLsa. The basic reason for the two classes of stock is to
provide one form of security, the B stock, which will permit the
carriers to have investment reflected in their rate base, as is common
for investment on the part of carriers, and at the same time have a
broad base ownership in the other type of stock.

If you had, for instance, class A stock which could also be reflected
in a rate base, and you had a broad base ownership, you would be
treating inequitably some stockholders as against others, because
some stockholders don’t have any rate base to reflect it in.

Mr. Frieper., The A stock wouldn’t have a rate base.

Dr. WeLsa. That is my understanding. But we have provided the
B type in order to have this provision for the carriers to reflect it in
the rate base.

Mr. Frigper. Where do you think most of the money would come
from, from individuals, or from these big corporations that have com-
munication facilities?

Dr. Wensa. 1 think it will come from both, sir, and in considerable
amounts.

Mr. Frerpern. Which one do you think would provide the most?

Dr. Wensa. 1 think that the carriers themselves would provide the
most. And I gather from various statements made and testimony
previously heard in other places that the carriers are very much
interested in the communications satellite business. 1 would think
they would want to invest in it. I haven’t heard any carriers that
weren’t interested in the expansion of the communications satellite
business. They may have had an interest in this type of a bill or
that type of a bill, but they have all been interested.

Mr. Frieper. That is my opinion, too. But I would like to know
where the money would come from?

Dr. Wersa. 1 think some of it would come from them, and I think
we have a large amount of available savings in this country which is
being invested daily, and I think here is something with a greater
assurance of a future than many of the stocks that are being offered
on the market today.

[ would think, therefore, that savings would come from a large
number of other areas.

Mr. Friepen, The reason I asked the question was this: As I see it,
I think most of the money would come from the carriers, and they
would be limited under class B stock to certain rates, while the class A
stock would be unlimited as far as dividends are concerned. Wouldn’t
that have some effect on the users of the satellite communications
system?

Dr. WeLsu. As for the ownership of the class B stock, the investors
would be the carriers; they would be the only ones to buy the class B
stock. They would get the benefit in the form of an addition to the
rate base so they would get a return on their investment in that
fashion, which is standard practice in the communications industry.
Those investing in the class A stock would not get it back through a
reflection in a rate base, but would get it back through a payment in
a dividend, but not an unlimited dividend because of the rate control
through the FCC.

Mr. Frieper. There is no limit on class A stock, is there?
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Dr. WeLsu. There is no specified limit, but it would be subject to
the controls of the FCC.

Mr. Frigpen, If they wanted to declare an 8-percent dividend or
even a 15-percent dividend, could they do that?

Dr. Wensn. 1 think this would direct the attention of the FCC to
examine the dividend rate and see if the charges to customers shouldn’t
be lowered if the dividend were getting unusually high for the com-
munications industry.

Mr. Frieprr, As 1 understand the bill, the class A stock would
have the voting rights and they would have the management, and
naturally these people would be the ones who want to get their money
out of it, whereas the class B stockholders are limited to the rate.
And T don’t see anvthing in this bill to limit the class A as far as divi-
dends are concerned if the earrier is making money.

Dr. WeLsn. Except as the rates are controlled, the prices at which
the services sold by the Corporation are subject to the FCC control,
and if those rates were so high that they would bring in unusually
large dividends

Mr. Frigpen. Can’t the owners of the class A stock tell the carriers
what they have to pay for it?

Dr. Wersa. The managers of the Corporation—

Mr. Friepen. Yes; the owners of the class A stock.

Dr. Wersa. Would determine the rates at which they are selling
the satellite service to the carriers. This would be subject to FCC
determination.

Mr. Frieper. Would it be? That is the point I want to malke.

Dr. WeLsna. There are specified in the biﬁ certain funetions which

the FOC has. And among those, of course, is on page 10 of the bill—

preseribe such accounting regulations and systems and engage in such ratemaking
procedures as will insure that any economies made possible by a communications
satellite system are appropriately reflected in rates for public communications
services.

This indicates that if there are economies developed through the
use of this satellite system—and we would certainly think there
would be—that eventually they would be reflected in lower rates for
communications.

Mr. Frreven. If they could get more business they would lower
the rate. but still there would be no limit by the FCC as to the
dividends the holders of the class A stock would have?

Dr. WeLsu. There is no prescribed maximum, sir, but if there is
a control on the charges that they can sell their services for, and
large profits are being made, I would assume that they would take
action to lower the charge for their services. And this, in a sense,
would have an effect of lessening the total amount available for
dividend payment.

Mr. Frigper. I am not going to pursue it any further. Thank you
very much.

That is all, Mr. Chairman.

The Cuarrmax. Mr. Younger?

Mr. Youncer. Dr. Welsh, I take it from your testimony that you
have considered this a private corporation that is set up by this bill?

Dr. Wersu. Yes, sir: all the investment in it would be private.

Mr. Younger. Did you ever hear of a private enterprise corpora-
tion launched by the President of the United States and with the
control of the incorporators by the President?
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Dr. WeLss. I don’t know if I have or not, but my point still is,
all the ownership would be private.

Mr. Younger. Control will probably be in the incorporators that
are nominated by the President, would it not?

Dr. WeLsa. No, sir.

Mr. YOUNGER. \'\r'hy ?

Dr. WeLsa. Because their only function is to set it up and see that
the class A stock can be sold, and their function ceases at that point.

Mr. Younager. Did you ever see a corporation set up by a group
whose function ceased after the corporation was set up?

Dr. WeLss. Yes, sir; and I have helped set up a number of them
where that happened.

Mr. Youncer. Private corporations?

Dr. WeLsa. Yes, sir.

Mr. Younger. Do you still contend that with the President ap-
pointing all the incorporators it still is a private corporation?

Dr. WeLsa. Somebody has to get it started, sir.

Yes, the entire stock, as soon as the incorporators make provisions
for the sale of stock, and so forth, and the stock is sold, then the
stockowners, the stockholders, have the voting rights to vote their
directors and so forth, and they control the corporation from then on.

Mr. Youncger. There is no provision in the bill to prevent the
election as directors the ones the President appointed, is there?

Dr. WeLsa. I would think there might be a little difficulty to that
if they weren't stockholders.

Mr. Younger. Naturally they would be stockholders.

Dr. WeLsa. Well, if they were stockholders I doubt if they could
also be members of the Government.

Mr. Younaer. They don’t have to be members of the Government,
the President can take anybody he wants to out of the body politic.

Dr. WeLsu. That, of course, is very true.

But I would think that those who are investing their money in it
would want to have the primary say in who was to be

Mr. Younaer. You are not that naive about private corporations,
are you?

Dr. Wersa. I am pretty naive, sir.

Mr. Youxcer. You know that the “-!l’)l'l(h[?](]{'l'-‘i don't always
nominate and elect the directors, do they?

Dr. Wersa. Well, I am under the vvm-ml impression that the
stockholders nominate, or their representatives nominate, and they,
in fact, do vote for the directors of the private corporation. I am
certain that the Government doesn’t, which I think is your point, sir.

Mr. Younger. That is right. And you have proxies, and the
proxies are usually in the hands of the directors so long as the corpo-
ration runs all right, are they not?

Dr. Wersa. It isn’t always as democratic as we would like, I am
sure.

Mr. Younger. It is democratic until someone wants to protest.

But I know of no corporation in my experience that had to have the
President of the United States start it in order to get it in operation
or to sell the stock.

Dr. Wewrsa. I think that is quite true. I think we also have a
new situation here. We have few corporations that are initiated
through the taxpayers’ investment in the technology, in the develop-
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ment of its competence before the private investors get into the
picture. So someone has to start it.

Mr. Younaer. How about the atomic energy corporations that are
now operating, who put the money in the technology to create the
atomic energy to start with?

Dr. WeLsua. Of course your analogy is now with a nonprofit cor-
poration, is it not?

Mr. You~ger., No, a private profitmaking corporation.

But the Government put their money in developing the technology
of the atomic energy in the first instance.

Dr. WeLsH. Yes.

Mr. Youncer. And now it is operated by private enterprise
generally over the country. We had that out in an argument on the
Hanford plant before the Congress last year.

Dr. WgLsa. This has happened before, sir. 1 didn’'t mean to
indicate that there hadn’'t been occasions where the Government
hadn’t invested money in synthetic rubber, for instance, and other
other items of that sort, and eventually it was disposed of and sold
to the private interests.

But in this case, the Government isn’t even taking over the owner-
ship of the stock or the faeilities or anything else in this Corporation;
50 1t doesn’t have to make that sale.

Mr. Youncer. We have airplanes that were developed, also by
tax money, and they are built by private enterprise. There is nothing
at all new in that.

One of your claims is that you want to get o widespread holding of
this stock, isn’t it?

Dr. WeLsa. | see much merit in that, sir; yes, sir.

Mr. You~ncer. And the stock is limited to a million shares, isn’t it,
by your bill?

Dr. WeLsu. Yes, sir.

Mr. YouncEr. At $1,000 a share.

Did vou ever hear of a corporation starting out to get widespread
ownership with stock at $1,000 a share?

Dr. WeLsa. 1 don’t believe I ever did, sir.

Mr. Youncer. No, and I don’t think anybody else ever did.

Dr. WeLsu. 1 never before heard of a corporation setting up com-
munications satellites either, sir.

Mr, You~aer. It looks to me like that was set up for the “fat cats”
to buy.

Dr. WeLsa. Well, maybe the price should be lower, sir.

Mr. Younaer. If you want widespread ownership, how many
stockholders does the A.T. & T. have now?

Dr. WeLsu, I think they are in a better position to testify on that
than I am, but I have heard several million.

Mr. Youncer. It is close to 3 million, I believe.

Here you are proposing only for 1 million shares, and that isn’t
widespread ownership, when you consider that all of the communica-
tions corporations that are interested in this probably have a stock
ownership representing maybe 5 million as an estimate—we will get
the facts, but I will say that is probably a conservative estimate.
When you take all of the communications companies, RCA, American
Telephone, and International Telephone, all of those which are in-
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terested, and here you are trying to limit it to a million, and you claim
it is widespread. There is nothing widespread in this at all.

Dr. WeLsu. It is a lot more widespread than if it is limited just to
the carriers, that is obvious.

Mr. Youxger. No, the stockholders of the carriers would get the
benefit of this investment, if there is any benefit in the way of earnings; I
refer to stockholders of all the carriers. And it would be a widespread
benefit over at least five times what it would be here.

Dr. WeLsna. I can’t agree with that, sir, because one of the stock-
holders might be—and 1 don’t know whether it would or not—but it
might. be General Electric on the same principle that you are using
the argument for RCA, so the stockholders, the large number of
stockholders in General Electric also would be getting the benefit.
So that it is more widespread.

Mr. Youncer. That is right. I say, under the complete owner-
ship by all of the earriers with a limitation as to the amount anyone
could make would give you a rveal widespread ownership, without
somebody taking the chance of a pig in a poke, buying something
that may never pay a dividend.

Dr. WeLsn. I couldn’t agree with that, sir. [t wouldn’t be as
widespread as the way we have provided it, although it would be
wider spread than if you limited it to just one company.

Mr. Younaer. Nobody has proposed to limit it to just one com-
pany, in all the communications I have seen.

Now, are you aware that the National Association of Railroad &
Utility Commissioners representing all the commissioners in the United
States have recommended that this be a private company organized
under the private company system?

Dr. WerLsa. And so do we, sir.

Mr. YounGer. Sir?

Dr. Wensa. We also believe it should be a private company under
a private system.

Mr. YounGer. Then you don’t believe in the bill that you are here
recommending, because that is not a private company, 1t isn’t organ-
ized as a private company, it is organized by appointees of the Presi-
dent who eventually would become the directors of the company
without any question.

Dr. WeLsa. My only way of answering you, sir, and I am sure it
wouldn’t be adequate, 1s to say to you that the way I judge whether
a company is a private company or not is by who owns the stock in
the company, And this provides for ownership of stock in company
only by private individuals or other private companies. Therefore,
I call it a private company.

Mr. Younger. That is all.

The CHARMAN. Mr. Rhodes?

Mr. Ruopes. Mr. Chairman, I would like to ask Dr. Welsh how
important he considers the speed of action. There is some reference
to it here.

Dr. WeLsH. I consider the speed of action on our experimentation
and improving the technology of first priority. I consider the speed
of action on setting up legislation in order to operate a system when
these experiments have been completed, or at least when we have
made more progress in those experiments, to be also important. Be-
cause if we can have the system set up, the *vrestors will know where
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they are going to stand in this thing. Tt will be ready to go sooner if
vou have [:-(rlaimun and have a corporation established.

But the first and more important and urgent thing is the thing
that we are doing right now, and that is continuing with the improve-
ment in the tec hlll:](r}_r_\.

Mr. Raopes. You mentioned something about getting started on
the right track. That is why I raised the question. Because of far-
reac hmlf }I()‘w‘\ll)l]i”l"\ of a program like l|||-,, I wonder whether there
wasn’t some merit in urging extreme caution so that you do get on
the right track?

Dr. WeLsns. I think caution and speed ure not necessarily opposites.
[ believe that we should move with caution, but as rapidly as possible,
beeause I think it is well for not only this country but other countries
to know that we are taking a positive position on this in leadership
and we plan to carry out what we have already shown we can do from
the technological side of it.

Mr. Ruopes. You mentioned the desire for maximum competition
in the acquisition of equipment and services. Do you believe it is
possible for competitive procurement with only a few major corpora-
tions being the producers of this equipment?

Dr. Wensu. [ will answer vou this way: First of all, I consider it a
very desirable objective to try to get competitive procurement in the
interest of efficiency and the interest of fairness. 1 believe that with
the objectives specified as the intent of Congress that such be done,
and with the FCC having responsibilities to see that it is earried out,
that there is a very good chance that we will get it.

The Crareman. Mr. Collier?

Mr. CoLrier. Mr. Welsh, I have about 50 questions, and I will ask
what I ean in the time permitted.

Without the new stock issue plan, would it be possible for the
investing public to fully participate in the ownership of this program
simply by investing in the communications companies which presently
have stock on the market?

Dr. WeLsa. Well, there would be the possibility of indirect invest-
ment, although I don’t know how much any one of those companies
is going to invest in this new corporation. But there would be the
possibility of indirect investment. But it would be fragmented,
because they would be investing in other things, also, in those
companies.

Mr. Coruier. But the possibility is there, and the fact that there
are about 3 million stockholders in A.T. & T. would indicate that this
is more than just a possibility?

Dr. WeLsa. I think there is a possibility, and it would also be a
possibility that the Corporation, without any intent, would be domi-
nated by one company. It couldn’'t be otherwise.

Mr. Coruier. I repeat, the possibility of public ownership is there,
and it is rather substantiated by the number of stockholders in the
general public today?

Dr. WeLsn. That is correct.

Mr. Conuier. Regardless of what direct or indirect possibilities
exist, the record of public participation is nonetheless there, is it not?

Dr. WeLsa. Itisnot as widespread as our proposal, but it is possible.

Mr. Conuigr. Now, by the most optimistic estimates it will be 5
to 10 years before there will be uny vield on the stock that will be
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distributed to the public under the space satellite communications
program as proposed in this legislation?

Dr. Wersa. I would think that would be a pessimistic estimate.

Mr. Coruier. Now, we can take any person in this room who
wanted to invest in this program, realizing that General Electric
stock closed yesterday, I think, at around 78, and RCA at 63, and
CBS at 42, A.'T. & T. at 133, that anyone in this room that wanted to
participate in that program generally speaking would be in a much
better position to invest their money through the purchase of regular
communications systems stock than would be available through the
proposed dual stock plan. Is that right?

Dr. WeLsa. That 1s not right, sir.

Mr. CorLrier. That is not right?

Dr. WeLsu. No, sir.

Mr, Conuier. Do I assume that there are more people here who
have $1,000 to invest in a share of stock as a participant in this
program than there would be in this room that would have $63 or $42
to invest in the same program through a different approach?

Dr. WeLsa. [ don’t know about the liquidity of the people in this
room, sir -

Mr. Coruier. I am assuming this is a reasonable ecross section of
people with normal income and normal financial status.

Dr. WeLsa, With this many Members of the Congress present, sir,
this is not a reasonable cross section, this is a superior group.

Mr. Coruier. So that the record is clear, I don’t have a share of
stock in any one of these firms. In fact, I had to get the figures
quoted lrom the newspaper moments ago.

Now, further than that, if they were to invest through normal
channels as a participant in this program, there would be far less
possibility of a total loss to an investor under the medium of investing
in the communications system than under a program wherein they
would buy stock solely and strictly in the space satellite program, is
that a fair statement?

Dr. Wesa. I think the likelihood of loss is very, very slight in this
particular corporation we are proposing. | think it would be only
fair for me to add one point, and that is that one share of stock at
$1,000 in this corporation will give a much bigger percentage of the
total investment in communications satellites than $1,000 invested in
the A.T. & T. :

Mr. CoLLier. Except that we are talking about wide participation.

Dr. WeLss. Because it would be only a fraction of AT. & T.’s
activities.

Mr. Covrrier. Just one other question.

Does not this proposal bring into regulation through supervisory

owers NASA and in fact the State Department in addition fo the
FCC?

Dr. WeLsa. This does specify rather than leave unclear the fune-
tions which the NASA has in the space field which it will continue to
have, but it spells it out, so that ;:I’l those who would be interested in
this bill and interested in this investment would know what those
functions are. It does likewise spell out the FCC’s functions, and so
forth.

Those were prepared and drafted for us by the FCC people them-
selves, just as the NASA ones were by the NASA people. This was
a cooperative and jointly worked out affair.
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Mr. Cortier. Presently, as you know, the oversea communication
cable systems in Britain, for example, are British owned, whereas they
are privately owned participants in the United States. To your
knowledge, has there ever been a problem of the British-owned
system having any difficulty at all in their general operations and
cooperation with the private enterprise communications system in
this country?

Dr. Wersa. I don’t know about difficulty. I do know that there
have been occasions where the State Department has been called in
to use its good offices to be of assistance in agreements between
private communications companies in the United States and foreign
countries, yes.

Mr. Conurer. There is no record, though——

Dr. Wewsa. I didn’t say there was diffieulty, but 1 do know that
their good offices have been called upon.

Mr. Conurer. That is all T have.

Thank you, Mr. Chairman.

The CuarrmaN. Mr. O’Brien?

Mr. O’'Briex. Mr. Chairman, I might say 1 have a little more
than a passing interest in this subject, because I did have the honor
of serving on the original Select Committee on Space. I remember
Dr. Sheldon worked with me in those days and, as I recall what we
went through 4 years ago, we had a very clearcut test between a to-
talitarian society and a free society. ‘Our greatest difficulty at that
time was in trying to persuade the members of the free society on
this. We have moved very rapidly. And it seems to me that we
have now arrived at a point in the peaceful use of this outer space
where we have a clearcut test between the totalitarian society and a
free enterprise society.

And what disturbs me is whether or not the proposal before us in
this bill would be free enterprise in the fullest sense.

We have been accustomed to a free enterprise system where ex-
isting corporations or corporations formed under our usual ‘method
see a profit motive and move in. We have considered that proper,
I am not so sure, Mr. Chairman, that we would move with the same
speediness if we stopped to form a new corporation when we have
existing corporations willing and very eager to move into this field, of
course, motivated by the profit motive.

I know that is not a question, but more of a statement.

Now, my question is this: In this matter of ground stations, do
you feel that the proposed new corporation should own the ground
stations?

Dr. Wersa. I believe it should be as it is so stated, authorized to
own the ground stations, and to develop plans for the number and
location of such stations. It does not preclude other companies from
owning ground stations also.

Mr. O’Briex. Now, let’s say that the A.'T. & T. owns a number of
stations—let’s say someone is putting in a call from New York City,
and vou have a ground station at San Diego. The A.T. & T. handles
that message all the way across the country through its various facil-
ities, but loses control at the point of takeoff of the message to the
satellite. Would that lead to efficiency, better efficiency?

Dr. Wersh. It really wouldn’t lose control over the message.  What
it would be providing is that there wouldn’t be two or three different
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places for it to take off from where only one was needed: that is all
we are talking about, sir.

Mr. O'Briex. But they would not have control, the same control
over that ultimate final station that they would have over the rest
of the system sending the message to that private station; is that
correct?

Dr. WeLsn. They would have control over the message; they would
be the ones that would be selling the message ; there isn’t any question
about that.

Mr. O'Briex. The selling of the message.

But I am talking about the transmittal of the message. We don’t
propose, do we, that this new corporation take over all of the existing
facilities in this field now operated by the private corporation?

Dr. WeLsu. There is no proposal to take over any of the facilities,
sir.

Mr. O’Briex. But we would have a duplication of control at the
very best, at the point where this message reached the jumping off
place; isn’t that correct?

Dr. Wersa. I don’t see any duplication, sir, but I might not quite
understand your question.

All we are talking about is an establishment of a facility which is
simply a necessary part of the technology to transmit to the satellite
or to receive from the satellite. It isn’t a question of duplication of
control or duplication of management or anything else, as far as I
see it.

The channels should be leased to the respective companies, and
they would have the use of them.

This would just be a technical facility available for the use of all of
those who are authorized to use it.

Mr. O’Briex. And you would limit this control by the new corpo-
ration to the specific station from which the message would take off
to the satellite; is that correct? y

Dr. WeLsa. And not the rest of the functions currently being per-
formed by the existing carriers.

Mr. O’Briex. But at some point on the ground the existing carrier
would lose some of its existing control, ownership, or whatever you
want to call it?

Dr. WeLsn. They can’t lose anything, sir, because they don’t have
it now. There isn’t any such communications at the present time
through the use of satellites, and so this is an addition to the function
and the performance and the activity of the carriers as well as to the
country as a whole.

We aren’t talking about anyone losing anything, sir.

Mr. O'Briex. I understand you are not losing anything, but they
are separating their operation at a certain point; is that not correct?

Dr. WeLsa. Well, there is a separation, also, when they transmit
with cables between here and London, if you want to look at it that
way, Sir.

Mr. O'Brign. Thank you, Mr. Chairman.

The Caarrman. Mr. Devine?

Mr. Devine. Mr. Welsh, for whom are you speaking here this
morning? Are you speaking for the President of the United States?

Dr. WeLsu. Well, I am speaking because I was called by the chair-
man to come as a witness, and I am speaking in behalf of the Presi-
dent’s bill, and so to that extent the answer is “Yes.”
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Mr. Deving. Now, are you also speaking as a representative or the
executive secretary of the NASA Council?

Dr. WeLst. The National Aeronautics and Space Council—that is
simply an advisory council to the President, so, again, there isn’t any
line of distinction: when we are speaking for the Council we are speak-
ing for the President.

Mr. DeviNe. The views you express here are in effect the views of
the President?

Dr. Wensa. Yes, sir; he approved this bill, sir.

Mr. Devine. Now, in this class A and class B stock, is there any
prohibition against a class A stockholder also being a class B stock-
holder?

Dr. Wersa. No, sir.

Mr. Deving. There is a conflict of interest between the two.

Dr. WeLsa. No, there is a provision for convertibility between the
two.

Mr. Devine. The class A stock is more secure, isn’t it, as an in-
vestment?

Dr. WeLsa. The class A stockholders would be interested in the
control of the corporation as well as in receiving dividends directly
from investment,

Mr. Devine. Making a profit?

Dr. Wersa. Both. The management side of it as well as the
profit side.

Mr. Duvine. And the class B primarily, they are primarily—

Dr. WeLsa. Carriers.

Mr. Devine. The responsibility of getting the job done?

Dr. Wersa. I wouldn’t draw that distinction, because those who
are interested in management are also interested in getting the job
done. I would expect all the carriers would be investing in that
class A stock, too.

Mr. DeviNe. When the Federal Communications Commission was
organized, wasn’t it for the purpose of drawing together a diffusion
of authority and regulation in the communications field?

Dr. WeLsa. I am not sure I got that.

Mr. Devinge. When the FCC was organized, was not its main
purpose to draw together this diffused authority in many agencies
and concentrate it under one head, the Federal Communications
Commission?

Dr. WeLsH, And to improve regulation in areas where monopolies
existed, and it has done an excellent job in that respect.

Mr. DEviNe. And wouldn’t you agree that they have done a reason-
ably good job?

Dr. WeLsH. Yes, sir.

Mr. Devine. As a regulatory agency?

Dr. WeLsi. That is one of the reasons why we built in so strongly
into this bill the continuation and the strengthening of the role of
the FCC, yes, sir.

Mr. Devine. And don’t you feel, Dr. Welsh, that with the President
having his hand in it through the advisers of NASA being in the
regulatory area, and with the State Department having something to
say about it, on top of the FCC, that this could well bog down progress
in this overall program?

Dr. Wersa. I do not think so.
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First of all, these agencies have responsibilities, whether they are
spelled out in the bill or not. NASA has responsibilities for launching
and for research and development in the communications and other
satellite fields. They have these responsibilities, and they are to be
of assistance to the FOC in that regard. And I think that is sound
and good and coordinated use of two Government agencies,

Mr. Devine. Couldn’t they well become bogged down in what is
known as the system in the State Department, with all these clearances
that have to be obtained before a procedure could be commenced?

Dr. WeLsu. 1 know that this is a possibility, and T know this could
be bogged down in such an efficient organization as the FCC. Things
do get bogged down. But I don’t think this adds to that possibility,
when you clarify what the functions are. That is my answer to your
question.

Mr. DeviNe. You don’t think it adds to it?

Dr. WeLsn. No, we are clarifying the functions, because the fune-
tions exist there anyway. NASA has those functions by law; the
State Department has agreement funections by law; the FCC has
regulatory functions by Jaw. And that is what we are trying to do in
this particular problem. We do not want it confused as to who has
what functions, so we spell it out. That is the reason it is in there
as it is.

Mr. Deving. I think that is all T have at this time.

The Crairman. Mr. Rogers of Florida?

Mr. RoGers of Florida. Thank you, Mr, Chairman.,

What would you say would be the alternatives if this particular
proposal were not accepted in order to develop a communications
satellite system in the national interest as speedily as possible?

Dr. WeLsn. T am going to find it difficult to answer usefully your
question, because we would go down through each one of the sections
of the bill and say, this could be modified this way, and I think it
might still work, and so forth.

Mr. Rocers of Florida. The point T was trying to get at is either
it can be done by the Government itself, or it can be done by private
enterprise, and a modification of private enterprise.

Dr. WeLsn. That is exactly right, sir.

Mr. RocEers of Florida. Now, this is an attempt to do it by private
enterprise, as I understand it.

Dr. WeLsn. That is correct, sir.

Mr. Rogegs of Florida. And that is why I am somewhat surprised
at some of the questioning, because I would think that the American
people would want it done by private enterprise, this whole develop-
ment, rather than having it done by the Federal Government, because
we have such a tendency now to do everything by Government, and
[ was hopeful that we could move into some field and still accomplish
the national purpose in doing it through private enterprise.

Is it your feeling that this bill will accomplish that?

Dr. WeLsn. It 1s my feeling that it will. And I might say that the
greatest major principle that I attempted to apply in chairing the
meetings where we were developing this was to get this thing worked
out to be sound and practical along private enterprise lines.

There is no reason why we shouldn’t try private enterprise in this
thing, and there isn’t any reason why private enterprise can’t do it,
in my judgment,
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Mr. Rocers of Florida. Must there along with the private enter-
prise approach be some urgency to that because of the national
interest features in the communications satellite?

Dr. WeLsa. My answer to that is in the affirmative; ves, sir.

Mr. RoGgers of Florida. Thank you, Mr. Chairman,

The Crarrman. Mr. Nelsen?

Mr. Nensex. Mr. Welsh, the so-called National Aeronauties and
Space Council, who are members of this Council?

Dr. WeLsn. It is an advisory body, the Chairman of which is the
Vice President of the United States.

The other members are the Secretary of State, the Secretary of
Defense, the Chairman of AEC, and the Administrator of NASA.

Mr. NeuseN, The so-called ad hoc committee, who was that
launched by?

They made a report, did they not, earlier? How did that come into
being?

Dr. WeLsa. The ad hoe committee was launched under the auspices
of the FOC, and made its report to the FCC—you are talking about
the ad hoe private committee?

Mr. NeLsen. Yes.

Dr. WerLsn. Yes, sir.

Mr. NeLsen. Now, the plan that you proposed in this bill or which
is proposed in this bill differs substantially from their recommen-
dation, does it not?

Dr. Wersn. It differs from it in a good many respects. It does not
differ in one major respect, and that is that both of us are for private
enterprise.

Mr. NeLsex. Now, in response to Congressman O’Brien’s question
relative to the ground stations, this becomes an added operational
implement to the communications, the ground stations for the com-
munications satellite system?

Dr. WeLsa. Yes, sir.  We do not have those ground stations now,
nobody has the ground stations.

Mr. Neusen. Now, why does it seem to be necessary to handle
this differently from there on than the presently operational facilities
undersea cable and radiotelephone?

Dr. WeLsa, My answer to vour question is that it doesn’t seem
necessary so much as it seems desirable in the interest of efficiency,
to avoid duplication of ground stations, and to make as certain as
possible that there is equitable access for all those who are authorized
to use the stations. This can be determined, you see, through one
corporation subject to the regulation of the FCC.

The ground stations could be owned by the separate companies,
also. I think it might be less efficient to do it that way. It might
cost more to do it that way. And it might not be as rapidly done if
it were done that way.

Those are the reasons.

Mr, NeLsen. Now, the class B stock, is it not assumed that, for
example, the people in the communications field would be the large
owners of the class B stock, it is possible because of the arrangement
under this bill that they would be discouraged from buying adequate
amounts of the class B under the provisions of management of this
thing?
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I wonder, would there be a disposition to be reluctant to invest in
substantial amounts to provide the adequate dollars because of the
management of this program?

Dr. WeLsa. You mean in the class B stock?

Mr. NELSEN. Yes.

Dr. WeLss. T would think that there would be a considerable in-
terest, to the extent that the communications carrier is interested in
investing in the Corporation at all, he would have considerable interest
in investing in the class B stock, because that is the type of stock
which can be reflected in his rate base, and he gets a return from it
promptly. He would also be interested in investment, I would think,
in the class A stock, beeause he would want to have something to say
about the directors and the management.

Mzr. NeLsEN. Thank you.

That is all, Mr. Chairman.

The Caarrman. Mr. Hemphill?

Mr. Hemparnn, Thank you, Mr. Chairman.

Does the legislation that you sponsor here today contemplate a
profit being made by the private corporation?

Dr. WeLsH. Yes, sir.

Mr. HempHILL. And does it contemplate taxation of those profits?

Dr. WeLsH. A private corporation subject to taxation; yes, sir.

Mr. Hempainn. I have in mind the fact that we engage in so many
governmental enterprises which have tax exempt features, and yet
we are spending a lot of money, and we must get the money some-
place. So it contemplates that you not only expect a profit—and I
assumne that the rates charged would be under the supervision of the
Federal Communieations Commission?

Dr. Wersa, That is correct, sir.

Mr. Hesmprinn, And not only the stock of the Corporation, but
anything to do with that stock would be under the supervision of the
Securities and Exchange Commission?

Dr. WeLsa. That is eorrect, sir.

Mr. HempaiLL. Suppose that in sending this up to the President
you weighed the fact that one or more companies of this Nation have
offered to do the job.

Dr. Wersa. I don’t know of any company that has been in a posi-
tion to offer to do the job, because there isn’t any company that has
the capability to do the job without the assistance of the Government
in the launching, and so forth, an aspect which is a big feature of it.

Mr. Hempriun. I understand that, that the launc Iumr has to be
done by the ( Government, and I think that is common knowledge.
But I am talking about the construction of the satellite itself to per-
form the duties which the satellite would be expected to perform.

Dr. Wernsn. There have been a number of companies that have
claimed that they have competence to develop a satellite that will do
the job. Four of these satellite projects are now under experimenta-
tion and testing.

Mr. Hemprinn, Now, what impact is the Government’s attempt to
control it in this way by your legislating to have on slowing ({0\\11
the effort, the te ('lmolw?l( al (‘\[Jt‘lll'll('l’llall ion of the pl ivate companies?

Aren’t the 'y going to get discouraged and say, “Now, the Govern-
ment is going to take it over, and why should we spend any more
money ?”
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Dr. WeLsa. T would think the reverse would be true. So far the
Government has been spending most of the money. With the excep-
tion of one instance, I believe, all of the experiments that are actual
projects are being financed by the taxpayer.

Now, with the setting up of the new Corporation, the research and
development and so forth would be expected to be financed privately.

Mr. Hempainn, Well, if it was done by a private company, wouldn’t
the Federal Communications Commission still have control over allo-
cation of any channels?

Dr. WeLsH. Yes, sir.

Mr. Hempuinn. And wouldn’t the Securities and Exchange Com-
mission still have control over the stock of that particular company
if it were a private company?

Dr. Wersa. The same control as it has at the present time.

Mr. Hemprin, The same control as it has at the present time.

Well, what are the objections to having one of these private com-
panies that have offered to do it, what are the objections on the part
of the National Aeronautics and Space Council, which I assume is
represented by you here today?

Dr. WeLsa, You mean having one corporation do this whole job?

Mr. HempaiLL. Yes, sir.

Dr. Wens. There are a number of objections. One is that we
don’t believe it would be moved along as fast, because one company
can’t supply the funds, as much funds, and as rapidly as a large number
of companies and a large number of individuals; there is no question
about that.

Another objection is the question of monopoly.

Mr. Hemprinn. Well, since the Government is going to control the
launching of it, apparently it looks like to me that you can contract
in such a way that it wouldn’t be a monopoly.

Dr. WeLsi. Through regulation vou can mitigate the effects of
monopoly. You can do it better set up the way we have it with the
widespread ownership.

Mr. Hemparun, What experience have you had in setting up some-
thing like this that has proved better than private business?

Dr. WeLsa. Most corporations have been set up this way, except
that they haven’t been incorporated initially by the Government,
but other than that they have gone to as many sources of funds as
they could to get such capital to get started.

Mr. HemprinL. Your contention is that the Government for the
first time in the history of Government can do something better than
private industry, is that right?

Dr. WeLsa. That is not right, sir. As a matter of fact, we believe
that the private industry can do it the best, so that is the reason why
we are turning it over to the private industry as soon as it is capable
to handle it.

Mr. Hempaiin. Under this particular legislation, the President of
the United States would have the right to name acvually the Chairman
of the Board and the president of the company, wouldn’t he?

Dr. WeLsi. That is not correet, sir. He has no vote on it according
to the language of the law. The stockholders, of which the President
would not be one, the stockholders would vote on the directors, and
the directors would appoint a Chairman, and there would be voting
annually by the stockholders to elect the Board of Directors and,
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hence, the Chairman, and they, in turn, would appoint the president
and other officers of the company.

So the President of the United States would not be involved in any
of that, nor does he have any authority under this bill to be involved
in it.

Mr. Hempainn. Why hasn’t the Aeronautics and Space Council
gone to the various companies, and when the companies made an
offer told them this, and asked them for some suggestion whereby it
can be a purely private enterprise matter?

Dr. WeLsa. I am sure that we have gotten recommendations from
a great many companies. Without wanting to specify any particular
company, some have recommended Government ownership, some have
recommended Government subsidy, some have recommended that
they take the whole thing over. There have been all kinds of recom-
mendations from private companies, and we have come up with a
conclusion that this ought to be a private company, a profitmaking
company with as broad an ownership as we can have. And that is
what this particular proposal comes up with. There is no Government
ownership in this particular company at all.

Mr. HempriLL. You say you plan to issue a million shares of stock
for a thousand dollars a share. Is there any restriction on the number
of shares a person can own?

Dr. WeLsa. There is a restriction, yes; 15 percent of the total
authorized and 25 percent of the outstanding is the maximum number
that anyone could own.

Mr. Hempainn., I assume that—how would you determine who
would own this stock?

Dr. WeLsa. Just the same way that any other stock is registered,
sir, in the names of the individuals who own them.

Mr. HempaiLL. Well, that sounds simple on its face, but actually
if you put this million shares of stock on the board up for sale, if you
didn’t have a bid on it of some kind, then certain people with a whole
lot of money could go in and get big chunks of it and control it.

Dr. WeLsn. This all would have to be listed, of course, with the
FCC—-

Mr. HempaiLL. The thing I am talking about is buying: the thing
that is worrying me is that you are not going to accomplish it in the
manner that you present here.

In the first place, vour stock is too high for the average John Doe
to participate, so that means only the rich folks will have any par-
ticipation.

In the second place, you have got a 15-percent limitation, and only
people who could buy 15 percent would be people with tremendous
sums of money, and that would just go back into the same thing you
are trving to prevent,

Dr. WeLsn. It is true that only those who had rather substantial
amounts of money could buy up to 15 percent of a billion dollars in
the Corporation.

Mr. Hemerinn, If that is true, four big companies could go in and
buy 60 percent of it and control it.

Dr. WeLssa. And this would provide for much more competition
than if one company bought 75 percent of it.

Mr. HEmpHILL. 1 think that is true.

Dr. Wersn. That is one of the other alternatives.
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M. Hempainn, | think that is true.

But the thing that is bothering us is that you have got the Govern-
ment meddling in it, and I am not sure that that is healthy in this
particular program, because it will mean, apparently, the creation of
an administration of some kind with all the empire building and all
that that is inevitable; don’t you think that is true?

Dr. Wewsa. No, sir. This doesn’t provide for building up any
additional empire or any new agency, it gives the authority to the
FOC as it has and spells it out, and NASA has express authority now
in the field of space.

It doesn’t set up any new agency. We are very pleased with that
as a major feature. We don’t even have the Space Council set up as
an agency above this. We are turning it over to a private enterprise
with regulation provided by law as is necessary, as I believe your
committee agrees.

Mr. Hemprinn. Why don’t you just give us legislation saying that
if one company does offer to do it and it is satisfactory to the Govern-
ment. that it will write into the authorization certain regulations
which you said you could do awhile ago, and let’s get the ball rolling
instead of going around about and back and forth as to who should
have control.

Dr. Wersn, I don’t think there is a really practical possibility
that one company ean do it, point 1. And, point 2, I don’t think that
there is any reasonable likelihood that you wouldn’t have a real domi-
nation, financial domination at least, by such company if you do have
just one in it. I think that it is necessary, therefore, to get some
competition in the stock ownership of it in order to get the basis of the
objectives we are talking about on procurement and other aspects of
competition.

The Cramrman. Your time is up, Mr. Hemphill.

Mr. HempaILn, 1 thank the chairman for letting me have 10
minutes. That is the first time I have had that much in a long time.

Thank you.

The Cuammman. Mr. Keith?

Mr. Kerra. In answer to the question by Mr. Williams concerning
the ownership of stock by foreign governments, you stated that the
ownership of a substantial portion of the stock by one country would
preclude ownership by other countries.

Would alloeation of the ownership of this stock be controlled by our
Government?

Dr. Wersn. I do not think so, sir. I think this would be a matter
of their going on the market and buying stock just the same as anyone
else goes on, but they would be limited in total amount.

Mr. Kurru. It is not a fact, then, that the stock would be subject to
the free play of the law of supply and demand, und the fact that one
country owns a larger portion of it than another would depend on how
much they would want to pay for it?

Dr. WeLsn. T think that 18 correct.

Mr. Kerra. So it would not necessarily preclude ownership by other
countries if they were willing to pay the price?

Dr. WeLsna. No. I was just wanting to make the point that it
wouldn’t be 20 percent owned by this country and another 20 percent
by another.
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Mr. Kerra. T wanted to make sure that the State Department
didn’t use it as an instrument of policy by attempting to allocate
stock to a particular country.

Dr. Wewrsa. I can only say to you that at no time during our debate
and discussion and consideration of this did that thought come up.

Mr. Kerra. You said that almost all of the money spent thus far
has been given by the Government. I think the record should show
that in addition to the satellite experiments made by private enter-
prise that lots of research and development in the field of communica-
tions has, of course, been by private enterprise in our country with
outstanding success, not only in the field of radio and telegraph, but
also telephone and television.,

Dr. WeLsa. T wouldn’t want to minimize the role of private enter-
prise.

Mr. Kerra. 1 am sure that you don’t want to minimize it. But
without disparaging the imaginative coordinating role of NASA,
isn’t it fair to say that private enterprise has supplied the majority
of the research and development which has now produced this work-
able communications satellite?

Dr. WerLsa. I think that is correet, under contract with the Govern-
ment in most cases.

Mr. Kerra. With reference to Mr. Collier’s question about the
possibility of loss, with the Government playing sueh an active role
in the formation of this Corporation there will be in the publiec mind,
it seems to me, some thought that the Government will have a very
substantial responsibility for the financial success of this venture, and
they might expect a more active role in the financing of further efforts.

Would there not be more political control and impact under this
kind of a corporation than one conforming more to the normal stand-
ards?

Dr. WeLsa. [ don’t see that there would be. I have great con-
fidence in the ability of private enterprise, in private skills, to make a
success out of this. It is to be completely owned privately. It is
subject, as is the A.T. & T. at the present time, to regulation by
Government bodies set up for that purpose, and I don’t believe
anybody thinks that the Government runs the A.T. & T. At least,
I hadn't heard that.

So I don’t believe that this does introduce any additional political
element into it, because it is simply a regulatory element and assistance
element of research and development, and so forth.

Mr. Kerra. There seems to be some concern among the members
of this committee that the role played by the executive branch in
setting up the format of this Corporation might in the Emhli{' eye
indicate a greater interest on the part of the Government than would
otherwise be the case. Why not have it supervised primarily by the
FCC and the SEC?

Dr. Wersa. And that is what it is, sir; it is supervised primarily
by the FC(, and is recognized as a common carrier subject to their
regulation and subject to the Communications Act of 1934, as amended.
That is the primary thing. We just didn’t want to have any confu-
sion in this tlhin;: as to what the role of the other agencies of the Gov-
ernment, were going to be, so we tried to spell them out.

Mr. Kerra. That is all, Mr. Chairman.

Thank you.




COMMUNICATIONS SATELLITES

The Cuamrman. Mr. Kornegay?

Mr. Kornseay. Thank you, Mr. Chairman.

Dr. Welsh, it is certainly nice to see you this morning.

Dr, Wersa. Thank you, sir.

Mr. KorNEGAY. As a member of this committee I appreciate your
coming here and explaining this bill to us.

[ would like to ask you one or two things. No. 1, as was brought
out here, and as you stated, this is an effort to set up a private cor-
Joration owned and operated and controlled by the individual stock-
{lole.lvrs.

Dr. Wersa. That is correct.

Mr. KorxeGay. And there are two classes of stocks, class A, which
would be sold to the public generally, including any carriers that would
be interested in purchasing stock which would be the dividend-bearing
shares and the voting shares?

Dr. WeLsa. That is correct.

Mr. KorneGay. And the class B would be purchased and limited
only the carriers, as I understand it?

Dr. WeLsu. That is correct, sir.

Mr. Korxecay. And no other person, firm, or corporation could
own the class B shares other than the carriers such as AT & T, ITLTS
and the others?

Dr. WeLsH. Any carriers authorized by the FCC, and only those.

Mr. Korxecay. Now, the ownership of the stock is limited in two
respects: One, 15 percent of the total authorized capital, or 25 percent
of the outstanding shares; is that correct?

Dr. WeLsa. That is correct, sir.

Mr. Korxecay. Or whichever is less?

Dr. WeLsa. Yes.

Mr. KorneGay. In other words, Upon the initial issue could
AT. & T. go in and purchase, or any other firm or other person, pur-
chase 15 percent of the total authorized capitalization of the Corpora-~
tion initially?

Dr. WeLsH. Let me put it this way to you. At no time could
anyone own more than 15 percent of the total authorized or own more
than 25 percent of the total issued.

Mr. KorngGay. I didn’t know whether T understood that or not,
unless you say whichever is less—because, of course, initially there will
be none outstanding.

Dr. WeLsu. That is correct.

Mr. Korneaay. And so how are you going to get it—cert ainly one
could come in and purchase initially 15 percent of the total authorized
capital stock, and then, of course, as the stock is sold when that 15
percent becomes less than 25 percent of the outstanding stock, they
could purchase additional shares up to 25 percent.

Dr. Wersn. I think it is very helpful to the record that you have
brought that particular point out.

Mr. KorxeGAY. Is my understanding incorrect as to the procedure
there?

Dr. Wersn. If I understand you correctly, your understanding is
correct ; ves, sir.

Mr. Kornecay. Now, there is one other thing that T want to call
to vour attention and ask you for an explanation, and that is under
section 302, which states that
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The President of the United States shall designate incorporators who shall arrange
for an initial stock offering and take whatever other actions are necessary to
establish the Corporation, including the filing of articles of incorporation which
shall—

and this is the substance of my question—

thereafter be amended only upon the initiation by or the approval of the President.

In other words, my understanding was that the only funetion of
the President and the Government was to set this Corporation up
initially.

Dr. WeLsu. That is correct.

Mr. Korxgcay. And yet this bill goes on to state that after the
Corporation is set up, put into business, that the charter can there-
alter be amended only upon the initiation by or approval of the
President, rather than of the stockholders as is ordinarily the case.

Dr. WeLsn. The reason for that is simply this, that having pre-
pared a bill and having the Congress act on the bill we wanted to be
clear that for some reasonable period of time anyway the Corporation
which is set up is what was intended rather than have amendments
made which would in a sense be in conflict with the provisions of the
law.

Mr. Korxraay. How could the Corporation amend its charter
in such a fashion that it would be in conflict with the law?

Dr. WerLsu. I am sure it could, but I don’t know how long it would
stand up.

But there might be provisions that they would amend in here that
were not intended at all, and the Congress hadn’t had a chance to
discuss, and the President hadn’t anticipated, and that is the only
reason for it.

We just wanted to be as certain as possible that this was what we
say it 1s, what the investors thought thev were investing in, and that
it was not going to be changed the next day or the next week. That
is the only reason that I can think of.

Mr. Korxegay. That is all, Mr, Chairman.

The Caamrman. Mr, Curtin?

Mr. Curraiy. Thank you, Mr. Chairman.

Dr. Welsh, is there going to be any restrictions on the resale or
transfer of this stock, either class A or class B, after its initial issue?

Dr. WeLsn. Well, it will be subject to the FCC as far as the class B
stock is concerned, but not on the class A stock.

Mr. Curtin. Now, as I understand it. your position is that under
the provisions of this bill the President appoints the incorporators,
they then sell the stock and then their job is done. is that it?

Dr. Wersn. That is my understanding, sir.

Mr. Curriy. You say you haveset up a lot of corporations. Tsn't it
normally the case that the incorporators end up as directors or officers,
or at least they have a very strong voice in the selection of those
persons?

Dr. Wersn. Well, I don’t have any poll on that. I know both
results have happened. Sometimes it is set vp by a group of individ-
uals just to get the thing started, and then it is turned over to others,
In this case, however, it is clear that there is no intention of retaining
control or ownership at all.
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Mr, Curtin. Isn't what you say about the incorporators setting up
the company and then forgetting about it rather an unusual set of
circumstances?

Dr, WeLsn. 1 just don’t know.

Mr. Curmix. And even if the incorporators should merely be straw-
men, then normally isn’t the person who appoints them or who has a
hand in the selection of these incorporators, isn’t he the person that
has a very definite voice in who are going to be the directors and the
officers?

Dr. WeLsna. I am sure that that happens sometimes. It is not the
intent of this, however, that the incorporators set up by the President
will do anything more than is stated here. Someone had to get it
started, that is the reason for that provision in the bill,

Mr. Currin. Can’t the incorporators, if this is purely a private
enterprise—a private corporation—can’t the incorporators pretty well
control who are going to buy that initial issue of A and B stock?

Dr. WerLsn. Not if it is sold on the open market: no, sir.

Mr. Curtin. In the event that it is oversubscribed, you mean
they can’t select who is going to get it?

Dr. Wersa. Well, T don’t think that it is a question of oversub-
seription to a billion dollars authorized stock on the first issue. As a
matter of fact, I think it would be ineffective use of investment to put
the total amount of potential investment in this all at once.

Mr. Curmin. You say that the incorporators will have absolutely
no choice as to the selection of persons who subseribe to this stock?

Dr. WeLsu. I didn’t say just that. 1 said it was not the inten-
tion that they would.

Mr. Curtin. They could conceivably have a considerable amount
of voice in the selection of the ultimate purchases of this stock, could
they not?

Dr. WeLsna. It would depend somewhat on who the incorporators
were, | suppose. If the incorporators were the officials of the Gov-
ernment just to get the thing started, they probably wouldn’t have
very much to say about it, since they wouldn’t be stockholders.

Mr. CurTin. | am also very much interested in the section of the
bill that my colleague, Mr. Kornegay, called to your attention, and
that is the fact that the President is going to have a voice in any
changes in the articles of incorporation, and, of course, from that
would follow any changes in the charter or in the bylaws. Don’t
you think that that is rather unusual in a purely private corporation?

Dr. WeLsa. I think it is.

Mr. Curtin. Do you still contend that it is just a private Corpo-
ration?

Dr. WeLsH. Yes. The fact that that is something unusual doesn’t
prevent it still being private. Do you have a better suggestion, sir?

Mr. Curmin. If it 1s going to be a private Corporation, I don't
think that any Government official should have anyvthing to do with
the management other than the usual supervision under laws presently
existing for FCC, SEC, and such regulatory agencies.

But if you let me ask the questions, sir-

Dr. WensH. Yes, sir. That is the first time I have done that.

Mr. CurTIN, Now, you say in answer to Mr. Kornegay that such
Presidential supervision is unl\ going to be for a reasonable period to
see that this program is properly launched.

S2059—62—pt. 2 4
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Is there any provision in this act that such supervision is only for a
reasonable period?

Dr. WeLsu., No.

Mr. Curtin. The act seems to say that the President is going to
have that control during the life of the Corporation, isn’t that correect?

Dr. WeLsH. Yes.

Mr. Curtin. Wouldn’t you admit that this is pretty much of a
hybrid Corporation?

Dr. WeLsu. No, sir. It would be completely private, as to owner-
ship.

Mr. Currin. That is all.

Thank you.

The Crarrmax. Mr. Sibal?

Mr. SiBarn. Dr. Welsh, would you clarify for me what agency or
individuals are actual proponents of this proposed bill?

Dr. Wersa. This bill is the administration’s bill and sent up by
the President. And I don’t know of any vote taking throughout all
the agencies of the Government.

Mr, SiBan. Can you tell me who prepared the draft?

Dr. WeLsn. Yes, sir, | can tell you who participated in the prep-
aration of the draft. There were nine agencies of the Government
that participated in the preparation of the draft. Among them were
representatives of these agencies: FCC, NASA, the Department of
Defense, the Department of State, the Department of Justice, the
Bureau of the Budget, the OEP (formerly OCDM), the Office of the
President’s Scientific Advisor, and the USIA. That isgf nine. In
addition, of course, there were representatives of the Space Council.

Mr. SiBar. Are you indicating that each of these agencies endorsed
this bill?

Dr. Wersa. No, [ was not, I said they participated in the drafting
of it, and that I didn’t know of any formal vote that was taken.
Various agencies were asked for their views on the bill, and 1 am sure
that many of them commented only on that portion of the bill that
seemed to affect them and their activities,

Mr. Sigan. Well, this is the point. Do you consider being asked
for one’s views participating in the draflting of it?

Dr. WeLsa, No. We had a long series of meetings in the drafting
of this, and they went on for hours on a number of occasions. We
would take a draft and work it through with representatives of all
these agencies; they would make suggestions of language; and they
would discuss it. We would work up another draft and come back to
another meeting and go over it gain and go around and get the views
again, and if anybody had suggestions, and they could argue something
that seemed to be more practicable, it was adopted.

Mr. Stear. On page 12 of the bill, on line 25, which sets forth the
price of the class A stock, you have the price not less than $1,000
a share.

What does that mean to you?

Dr. WeLss. That means that the minimum price would be $1,000
a share, and it does not set a maximum price.

Mr. SisaL. So that actually we are not talking about $1,000 a share,
you are accepting it only so far as it might be a floor, is that right?

Dr. WeLsn. 1 think there might be a tremendous interest in the
purchase of this stock, and it is very possibly an effort to bid the price
up, yes, sir.




COMMUNICATIONS SATELLITES 391

Mr. Stean. So that actually we do not have an initial subscription
price, do we?

Dr. Wersa, We have one specified, but it might not hold.

Mr. Stear. Do vou really have one specified other than

Dr. WeLsi. As a minimum is all, that is right.

Mayv I add just one point?

As T have said before, I don’t attach any great significance to this
thousand dollar share, if it should be less would not be at all trouble-
some to me.

Mr. Strar. Is there any reason for the creation of the class A stock
in addition to what vou have suggested before, simply that in your
view this would require broader participation in the investment of the
Clorporation?

Dr. WerLsi. Well, there is the additional and very important reason,
and that is not only broader participation, but a much greater avail-
ability of funds, because that many more people can invest.

Mr. Stearn. T want to get this straight in my mind.

Is this to encourage the investment of capital, is that what you are
setting forth as the main reason for class A stock?

Dr. Wersa. I am saying that is one of the major reasons.

Mr. Srean. And if that reason could be shown not to be valid, and
if it ean be shown to yvou that sufficient investment capital was avail-
able without the creation of class A stock, would that remove the
desirability or the need for class A stock, in your opinion?

Dr. Werss. No, it would just remove one of the reasons for it.

Mr. Stean. And what reason would be remaining?

Dr. WeLsi. The remaining reason would be domination by an
individual company.

Mr. SisaL. You put the company in the singular.

Dr. Wernsn. I put the company in the singular, because on the best
of the information that has been available and submitted to the
ad hoe committee and other reports, there is only one common carrier
that is in a position to furnish large amounts of money for this thing.

This is not a question of willingness, but being in a position to.

Mr. Sisan. How were the figures of 15 percent of the authorized
class A stock and 25 percent of the outstanding class A stock arrived
at, section (d)?

Dr. Wersi. Just through the normal procedure of discussion of
various percentages and various amounts, and these are the ones we
came up with.

We don’t consider that there is anything sancrosanct about the
15 or the 25, but they seemed like sufficient amounts, sufficient
percentages that would allow larger amounts from those who have
larger amounts to invest to come in and still not have what we eall
financial domination.

Mr. Sigarn. Would you have any objection to the removal of the
section of the bill which Mr. Kornegay raised which in effect retains
complete control of the charter of this Corporation and its basic
structure in the President of the United States?

Dr. Wersw. 1 find it a little difficult to answer your question, in the
sense that 1 am not here in a position to try to amend the bill that the
President has set up. But as a personal reaction to your question, I
do not consider that to be a major feature of the bill, and, therefore, I
would say if that were the only change made in th. bill we would have
a mighty good bill still.
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Mr. Sisan. Would you say that vour approach to this, and insofar
as you know the President’s, is to keep the Government control at a
minimum?

Dr. WeLsa. The minimum necessary to protect the public interest,
that is all.

Mr. SiBAL. One question which is not related to this series of ques-
tions.

There does not seem to be any right of appeal beyond the FCC con-
cerning the requirement that certain communications carriers might
sell stock upon the application of another carrier who wanted to
participate in the ownership in a class B section. Would you think
that possibly there should be a right of appeal to the courts in connec-
tion with this?

Dr. WeLsa. Without having studied this, T would be inclined to
think that this might better be made through an amendment to the
Communications Act of 1934, as amended, and through the authority
that the FCC has in controlling corporations under their jurisdiction
rather than in this bill.

Mr. Sisan. Well, that may be. T wondered about that, frankly,
myself.

But in any event, vou would agree that we should see to it that the
right of appeal was maintained?

Dr. WeLsn, 1 would certainly see no basis for objection to it, sir.

Myr. Sian. Thank you, Mr. Chairman.

The CHAtrMAN. Mr. Dominick?

Mr. Dominick., Thank you, Mr. Chairman.

Mr. Welsh, 1 presume that since this is a public offering it would
have to be a prospectus cleared by the SEC, would it not?

Dr. WeLss. That would ‘be my understanding, sir.

Mr. Dominick. Would you also agree with me that they would
have to put on the front page of that prospectus that “This is a
speculative offer”?

Dr. WeLsa. I don’t know what the rules of the SEC are as to
what they have to put on the front of it. I would say that it is
mildly speculative, not very speculative, no.

Mr. Dominick. Well, I think that you will find under the SEC
regulations that that would have to be done.

Dr. WeLsh. I assume that is correct.

Mr. Dominick. Also, I would presume that when you stated that
most corporations have setups like this you were simply referring to
the fact that there are two classes of stock, you were not referring
to the provisions that are in the bill with respect to governmental
control, were you?

Dr. WeLsu. Only as far as communications carriers are concerned.

Mr. Domixick. Now, do you know of any communications carrier
corporations which has a provision similar to section 201(a)(8) on
page 7, which gives to an official of the Government complete access
to all records, the right to attend all board meetings, to make certain
of what is being done and what needs to be done, and to make recom-
mendations to the President to change it whenever necessary?

Dr. Wersu. I don’t know in detail the authority that the FCC has
in regard to the companies that it regulates. I do know it has access
to the books and rates for regulation purposes. I think it is not a
completely new thought at all in regard to regulated companies, no,

SIT.
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Mr. Dominick. He would be giving recommendations to the
President?

Dr. Wersi. He has no authority to act, of course, in the corporation.

Mr. Dominick. I understand that.

He would be giving recommendations to the President to do what-
ever is necessary in order to attain due compliance with national
policy. This would indicate to me, and 1 would like your judgment
on this, that the board of directors in fact has no control over this
corporation,

Dr. WeLsH. I certainly wouldn’t agree with that. The national
policy in regard to communications satellite corporations was set out
by the President last July. It would be formulated in this particular
piece of legislation if this were passed. And it is simply a matter of
carrying out that type of national policy which has to do with the
features which are expressed in the law.

[ think most all of them are right in the law.

So it would be merely a matter of the executive having the responsi-
bility of seeing that the law is properly administered, seeing that it
is carried out that way, that is all.

Mr. Dominiek. Mr. Welsh, 1 think if you combined that section
(8) with subsection (¢), (6) and (7) on the same page, and put it in
with section 302 referred to by Mr. Kornegay, that you would agree
with me that the control of this Corporation is completely in the
hands of the Government really, and not in the hands of the board of
directors.

But, skipping—that is my interpretation, I will put it that way,
and it need not be yours.

Dr. WeLsu. 1 don’t want to let the record by my silence show
that I agree with you, sir.

Mr. Dominick. I am unable to find in the bill which I have before
me the limitation on foreign ownership with respect to the 20 percent
that you referred to.

Could you give me that section so that I could look at it?

Dr. Wenss. It is section 304(e), page 14, which says:

The provisions of section 310 of the Federal Communieations Act of 1934, as
amended (47 U.8.C. 310), shall be applicable to ownership of shares of stock of
both classes in the corporation.

Mr. Dominick. And section 310 is where this 20-percent limitation
applies?

Dr. WeLsa. Also having to do with the matter of election of
directors to the board, I believe.

Mr. Domiviex. What was the purpose in giving the State Depart-
ment the power to conduct negotiations between this corporation and
the foreign country?

Dr. WeLsn. It would provide for prior notification of negotiations,
but it does also give the power to conduct them, if necessary, because
some of these things involve international agreements between govern-
ments, and some of them would develop even to the point of treaties,
perhaps. So, therefore, it would seem, since the State Department is
the Department that has the responsibility for international relations,
that it have that funetion.

Mr. Dominick. Do you know of any international carrier agree-
ments between countries that has been conducted by treaty, fulfilled
by treaty?
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Dr. WeLsH. As between individual carriers, I can’t answer the
question. We do have treaties, of course, in regard to the allocation
of the various portions of the radio spectrum.

Mr. Dominick. Do you now whether the State Department has
conducted any negotiations between private carriers in foreign coun-
tries in regard to international communication?

Dr. WeLss. As far as T know, it has not actually ernducted them.
It has participated in such activities however. [ believe in a most
recent case, renegotiation of a cable landing license between the
Western Union and the French Government, the U.S. Ambassador
was requested to come in and participate in that particular matter.

Mr. Dominick. Was this bill cleared with the Securities and Ex-
change Commission as to what might have to be put into a prospectus
if you offer the shares to the public?

Dr. WeLsa. No. That would have been a step which would
eventually have to be taken, I am sure, but it was not done. We had
conversations with people in the SEC as to the different types of
stocks and so forth, and got the advantage of their expert opinion,
but we didn’t ask them for their views on the prospectus.

Mr. Dominick. Does the District of Columbia Corporation Act
require any basic amount of cash investment before a corporation
can commence operation?

Dr. WeLsH. I ean’t answer that question, T am sorry. I can get
the answer for you, sir.

The CuairMAN. You may supply it for the record.

(The answer referred to is as follows:)

Incorporation under the District of Columbia Corporation Act does not require
any cash. In order to begin business, a new corporation must have at least
$1.000 of capital, but it need not be in the form of cash.

Mr. Dominick. That is all, Mr. Chairman.

The Crarrman. Mr. Kornegay, vou had one additional question?

Mr. KornEGAY. Yes, sir. I had a question about which Mr.
Dominick asked, and that is, how much stock is necessary to be sold
before the company could operate? And then I thought it might be
covered by the District of Columbia Business Act.

Now, in connection with section 304, what would be vour feeling
about an amendment there, Dr. Welsh, that would call for 100 million
shares of Class A stock to have a par value or to be sold initially for
$10 per share?

Dr. WeLsn. 1 certainly wouldn’t have any objection to that.
However, it would seem to me that that is a rather low price. and
might encourage individuals who don't read prospeciuses verv care-
fulT_\', and who might really be dependent upon dividends rather
quickly, to think they could purchase and get a quick return on a
low price stock. There is a tendency on the part of individuals in
the case of low price stocks to think that they are something that they
are going to make a lot of money out of quickly. So the $10, 1t
seems to me, is a little low, I am not going to say that it might not be
acceptable, but something between $10 and $1,000 doesn’t seemY¥to
me to be at all unreasonable.

Mr. Kornucay. I have not given it a lot of thought, and I am
certainly not wedded to the idea at the moment, but the thought
occurred to me that that might give it broader public base.
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Dr. Wewsa. I am certainly in support of that idea, as you know,
because that has run through my testimony, the broader base, and
there have been suggestions that a hundred dollars might be a better
price. There have been suggestions from $25 to $100, and various
other figures.

Mr. Korxgcay. Thank you, sir.

The Cramrmay. Dr. Welsh, we do appreciate your appearance here
this morning. I did not understand who are the members of the
Space Council.

Dr. Wersy, The Chairman of the Space Counecil is the Vice Presi-
dent of the United States. The other members are the Secretary of
State. the Secretary of Defense, the Administrator of NASA, and
the Chairman of the Atomic Energy Commission.

The CuarMAN. Were all four agencies that you just mentioned
included in the nine agencies who participated in the development of
this legislation?

Dr. WeLsa. Those agencies all participated, but I will have to
modify the comments as regards the AEC. The Atomic Energy
Commission was invited to attend, and I believe they may have at-
tended several of the meetings, but said they didn’t have a primary
interest in it, so they didn’t participate in the drafting. But NASA,
State, and Defense did participate in the meetings regularly.

The Cuamrman. Now, if you did not list all nine of the agencies that
you had in mind in your list a moment ago, will you complete the
record on it?

Dr. Wersu. I would be pleased to have that opportunity to do so.

The Cuamyan. Now, in view of the questions that have been
asked—and I am sorry that all of our colleagues could not be here for
these final two or three questions—in view of the questions that were
asked, was the Space Council asked to consider the approval or dis-
approval of this proposal?

Dr. WeLsa. The Space Council as a council was not so asked, be-
cause the President has a provision for clearing legislation already
established, and so we didn’t go through the duplicate that procedure.

The Cuarman. Your explanation in your statement was very clear
to me, but I wanted to make it indelibly clear in the record, in view of
some of the questions that have been asked. In other words, the
Space Council as a council was not asked to approve or disapprove
this legislation?

Dr. Wensa. That is certainly correct, and I am appreciative of
your making that clearer than it was before.

The CrarMaN. I am sure you can understand the interest of
members of the committee from the questions that were asked of you
today. 1 am constrained to state that there are some things that
have been attempted to be read into this legislation which do not
exist. And, for that reason, I am sure the members of the committee
are going to have to study it more carefully and longer in order to
become acquainted with what the bill does propose, and where dis-
agreements lie.

Actually, the two or three areas of disagreement, the major areas
of disagreement, would be in the stock ownership, is that not true?

Dr. WeLsu. I think this is one on which there have been different
views.
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The Crairman. And the question of common carrier ownership
versus wider ownership under private enterprise, isn’t that also one
of the areas of disagreement?

Dr. Wersa. Certainly that would be an area.

The Caamyman. And then isn’t there an area of disagreement on
who would own the ground stations?

Dr. WeLsn. There have been several views expressed on that,
ves, sir.

The Cramrman. There are several questions that I have in mind,
but a major question in this respect is why should the Corporation
own any of the ground stations?

Dr. WeLsH. The reason for providing that the Corporation would
own ground stations is to get the most efficient operation underway
as quickly as possible, to get compatibility of technology as between
one ground station and another, so that we do have some uniformity
in this operation, to make it easier for the FCC to regulate, and to
give assurance that there would be equitable access to the ground
stations by all these who are authorized to use it.

Those are the reasons.

The Cuamrman. Dr. Welsh, I can appreciate the long and thought-
ful consideration you have given to the question of ownership of
ground stations, but I want to try to get more explanation of it.
I simply cannot see why the Corporation should be owning a eround
station unless the idea is to provide assurances for certain operation
by the military or certain other eminent and important Government
operations.

Now, as I understood your testimony, the carrier shareholders,
that is, the corporations, private carrier corporations, who are going
to have, or are expected to have, a share in this, would be permitted
to have their own ground stations?

Dr. WeLsu. They would be permitted. And I think that it is
rather important that this new private corporation not be deprived
of also being an owner of ground stations.

The Cuarrman. Dr. Welsh, we have had a lot of complications
develop out of the fact that we have had in the past so many different
controls, separate controls of the airways. We found that we got into
such difficulties, and some rather tragic incidences happened, that we
had to enact the 1958 act setting up the Federal Aviation Ageney.

Now, that was made necessary because the Air Force had its own
control operation, and the commercial earriers had theirs under the
old CAA, and there was another one, so that there was no coordination
whatsoever.

And it seems to me you might run into the same situation here, |
should think that your group might take another look into this and see
if we could not have control by the people who are operating this thing
under the regulation of the FCC than by having too many people in
the business,

Dr. WeLsa. May I suggest simply that this new Corporation would
also would be subject to the regulation by the FCC?

The CHatRMAN. Yes, I appreciate that. But if it is the intention
to be sure that we have two separate systems operating, why then I
can see some feasibility to it. If it is the purpose of coordinating this
whole activity so that we will have the most efficient operation, then
I can’t see the necessity of setting up two ground stations side by side.
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Dr. WeLsu. | agree with you, I don’t see any necessity for setting
up the two ground stations.

[ think that there is much merit in having a carefully planned
minimum number of ground stations set up and not have the other
corporations, the carriers, have to invest money in setting up ground
stations.

The Caamrman. But if the carriers who are interested in this would
prefer to set up their own ground stations and assure that that would
be done effectively, wouldn’t that be a better solution?

Dr. WeLsu. It might be a good solution, I don’t know that it would
be better.

The Cuamrvan. Anyway, | wish vou would go into that further.

But time would not permit me to continue, and it would not be
Necessary anyway.

You have done a magnificant job this morning, and your statement
is very clear. I don’t think that there can be any misinterpretation
or misunderstanding by anyone as to your views as shown by your
testimony here today.

Let me thank you for your appearance. We hope that you will
continue to improve in yvour health, and that you will certainly be
100-percent well.

Dr. Wersa. Thank you, Mr. Chairman. 1 feel better already.

The Cuamvan. We appreciate your coming here and being with
us today to testify for the administration’s proposal, and you have
proven yourself very capable in that capacity.

The committee will adjourn until 11 a.m. tomorrow. We will
meet at 11 because there is a Demoecratic caucus at 10 o’clock, and,

consequently, we will meet at 11 o’clock, at which time the Federal
Communications Commission will be here to testify.

(Whereupon, at 12:35 p.m., the committee recessed, to reconvene
at 11 a.m., ‘\'l'lilll‘ﬁl]al‘\" March 14, 1962.)
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WEDNESDAY, MARCH 14, 1962

HouseE oF REPRESENTATIVES,
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE;
Washington, D.C.

The committee met, pursuant to recess, at 11:05 a.m., in room 1334,
New House Office Building, Hon. Oren Harris (chairman of the com-
mittee) presiding.

The CrarrmMan, The committee will come to order.

In resuming the hearings on H.R. 10115 and H.R. 10138 to provide
for the est n!}ﬁ:;lu]u*ln. of a commercial communications satellite sys-
tem, we are very glad this morning to have the Federal Communica~
tions Commission.

[ believe we have all seven members of the Commission present
this morning.

As chairman of the committee and for the committee let me welcome
all seven of you here.

The Chairman of the Commission, Hon. Newton N. Minow, will

present the Commission’s statement regarding this important problem.
Mr. Chairman.

STATEMENT OF NEWTON N. MINOW, CHAIRMAN, FEDERAL COM-
MUNICATIONS COMMISSION, ACCOMPANIED BY ROSEL H.
HYDE, COMMISSIONER; ROBERT T. BARTLEY, COMMISSIONER;
ROBERT E. LEE, COMMISSIONER; T. A. M. CRAVEN, COMMIS-
SIONER; FREDERICK W. FORD, COMMISSIONER ; JOHN S. CROSS,
COMMISSIONER; BERNARD STRASSBURG, ASSISTANT CHIEF,
COMMON CARRIER BUREAU; AND MAX PAGLIN, GENERAL
COUNSEL

Mr. Mixow. Mr. Chairman and members of the committee, I am
appearing today to present the views—and, I add, the unanimous
views—of the Federal Communications Commission on H.R. 10115,
recommended by President Kennedy and introduced by Chairman
Harris. This bill would establish a national policy with respect to
our Nation’s participation in the establishment and operation of a
commercial space communication system.

The CuarrMAN. Let me get this straight so every member of the
committee will know,

Did you not just say that you are presenting a unanimous position
of the Commission?

Mr. Mivow. That is correct, Mr. Chairman. I am very pleased
to state that.

The Crarrman. All right.
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Mr. Minow. It is identical with S. 2814, on which the Commission
testified before the Senate Committee on Aeronautical and Space
Sciences on February 28, 1962.

In accordance with Chairman Harris’ announcement of these
hearings, we will also address ourselves to other bills relating to this
subject. These bills include: H.R. 9696, introduced by Congressman
George P. Miller of California, chairman of the House Committee on
Seience and Astronautics, which is identical with S. 2650, on which we
also testified before the Senate Space Committee on February 28:
H.R. 10104, introduced by Congressman Olin E. Teague of Texas,
which is, exeept for certain provisions, identical with H.R. 9696;
H.R. 9907, introduced by Congressman William Fitts Ryan of New
York; and H.R. 10629, introduced by Congressman Frank Kowalski
of Connecticut.

I might add for the record that Congressman Miller has also intro-
duced H.R. 10138, which is the same as H.R. 10115.

The ability to use space satellites to relay communication over long
distances is a development of great importance to our Nation. It is
not only a most significant a